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~ Introduction 
Purpose ~ ~ Thesis 
This analysis deals with a study of 704 legal 
reserve life insurance companies doing business in the 
United States today. fable I shows the number of life 
insurance companies in the United States as of mid-year 
1962. These companies are called nlegal reserve," be-
cause the method of valuing the reserves, required to 
meet benefit payments to policyholders and beneficiaries, 
has been designated by the various legislatures. 
~his analysis,to determine the stabilizing 
effect of the life insurance business on our modern 
economic society, has to embrace a study of the whole 
structure. 
Definition of· Life Insurance 
~Life insurance is a cooperative risk-sharing 
plan based on the incentives of individual thrift and 
initiative."* Through life insurance, individuals are 
able to provide, during their earning years, for the 
time when they can no longer earn an income because of 
death, retirement or poor health. 
Life insurance touches very intimately the 
lives of almost every person in this country because 
most people own some life insurance, or are receiving 
some benefits from life insurance. 
*ll-p7 
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LIFE INSURAN~E PERSONNEL 
MoRE PERSONS are employed in the life 
insurance business today than ever 
before. But personnel has not increased 
as rapidly as the total amount of in-
surance being written and serviced. 
EMPLOYMENT IN LIFE INSURANCE 
THOUSANDS OF EMPLOYEES 
400------------------------
While life insurance outstanding in-
creased 67% from 1945 to 1951, the 
home office work-force of the business 
grew by only 37%. The number of 
agents and agency managers in the 
business increased by only 30% in that 
period, while the purchases of new life 
insurance doubled. 
At the end of 1951, there were 345,-
500 persons employed in life insurance 
in the United States. 
200 
100 
1945 1947 1949 1951 
LIFE INSURANCE PERSONNEL IN THE UNITED STATES 
AGENCY AGENCY 
HOME CASHIERS MANAGERS 
OFFICE & CLERKS & AGENTS 
1945 
Men 
······--·········-········· ·· -----
26,700 3,200 143,500 
Women 
--------------------- -------
53,800 26,800 7,200 
Total 
········-········ ············ ··· 
80,500 30,000 150,700 
1946 
Men .................................. 32,700 3,900 165,200 
Women 
------ ----------------····--
61,700 28,900 5,300 
Total 
---------------------------- ----
94,400 32,800 170,500 
1948 
Men 
··-··- ----· ······· ···· ····· ······· 
35,800 3,800 179,500 
Women 
------- ------ ·--· · ··------- -
70,300 31,800 5,100 
Total 
------- ----··· ·······---· ······-
106,100 35,600 184,600 
1950 
Men 
--··· · ···· ··-· ········· -· ····· --·· 
37,500 4,000 192,250 
Women 
--- --- ------·-···· ·- -- --- ---
71 ,750 34,250 5,000 
Total 
------- ----------- ·--- ---- ------
109,250 38,250 197,250 
1951 
Men ...... .... .................... .... 37,250 4,000 191,500 
Women 
---- --- --------- ------- ·· ··· 
72,750 35,250 4 ,750 
Total 
-··---- ·· -- -------------------·-
110,000 39,250 196,250 
Sources, Institute of Life Insurance and Life Insurance Agency Management Association. 
INSTITUTE OF LIFE 
I 'f53 fA.;_J6" '{-1 
TOTAL 
PERSONNEL 
173,400 
87,800 
261,200 
201 ,800 
95,900 
297,700 
219,100 
107,200 
326,300 
233,750 
111 ,000 
344,750 
232,750 
112,750 
345,500 
Observations ~ ~ Leader in the Business 
This leader that I refer to is Mr. 0. Kelley 
Anderson, President of the New England Mutual Life Insur-
ance Company of Boston. In a speech in 1952, at New York, 
before the New York State Uanagere' Association, he had 
these observations to make. (Taking the most appropriate 
parte of the speech, insofar as relates to the subject 
matter of this thesis, I will endeavor to abstain from 
tainting the true meaning that this expert, Vr. Anderson, 
conveyed in hie original address). 
"Current observation on the thinking of the 
public toward the financial and investment side of our 
business; and also to give you some of my own thinking 
and some ideas. 
In spite of valiant efforts, the use of life in-
surance dollar is both misunderstood and unappreciated. 
As an industry, we are credited with unusual power we do 
not have, and abused for things we do not do or cannot 
control. Let me give you three first-hand personal exper-
ences I had last spring, indicating some of this misunder-
standing. 
On a train from Washington last Marc~~ I had a 
chance meeting with a United states Senator from the Middle 
West. We were getting along fine when suddenly he said: 
ftWhy don't you big insurance companies ever do anything 
financially for small business?" 
e. 
Luck was with me on this because we have recently 
reviewed some loans in this area. I asked him if he knew of 
a certain building in his home town. He not only knew of 
the location, but he was able to tell me that a local busi-
ne -e s was just moving into it, and that the building had 
undergone substantial alterationand looked wonderful. 
Fortunately, I was able to tell him that the New 
England Mutual owned the building, and we had assisted the 
local concernin the remodeling and the relocation. Not 
only that, but the New England Mutual was currently finan-
cing the operation of a very successful chain store group 
in his city. 
In other words, one company was being a construc-
tive and helpful economic influence in this Senator's 
community and this same help was augmented by many other 
companies; but, one of the most powerful men in that State 
had no appreciation or realization of these facts. 
The same day in New York a publisher friend asked 
me, "now that you are in the insurance business will you 
tell me why you investment men keep all your money in the 
big cities and don't provide some much needed housing in 
my home town in the Middle West?" 
Later research showed that the local and state 
laws in his area prevented our type of companies from 
assisting in alleviating local housing, had it been econ-
omical to do so. Insnrance companies again were being 
blamed by a top thinking, real leader in business which 
9. 
influences much public opinion. 
My third experience of the day was with a well 
known industrialist of casual acquaintance. He said to 
me: w1 understand you've changed your job." Yes, I had. 
He said: •That is good. it's a good thing for you to get 
out of the banking business because there is only one 
kind of a job that is worse, and this is being an exec-
utive in a life insurance company." Then he gave me his 
reasons for this type of thinking. They were that insur-
ance companies follow too restrictive and unimaginative 
financial policies. Such stuffiness is not good for our 
economic system. 
These observations were obviously uninformed, 
unfair. and unreal. However. they do indicate that many 
public leaders think and say misleading conceptions and 
statements about the financial side of the life insur-
ance buai..nesa. If intelligent public leaders don't know 
the facta of this business, how ea.n we expect an under-
standing attitude from the public at large. 
What are the life managements trying to do and 
what are the effects of their ·investment programs? Their 
first and foremost job is to maintain the protection which 
their companies have guaranteed to their policyholders and 
benefi ci aries. 
Perhaps the greatest social service ever perform-
ed by the life insurance industry was to be a bulwark of 
10. 
unquestioned financial strength throughout the unprecedent-
ed depression of the 1930's. 
Since the rate of return and the overall security 
of principal are the objectives, we must diversify our in-
vestments. What life insurance companies invest in is not 
merely railroads or public utilities, but in America. Most 
important of all, their investments are dictated by the de-
sires and needs of the American people themselves. 
At the end of the war, one thing that the general 
public and business men wanted and needed was more tele-
phones and better telephone service. To provide this need, 
the telephone companies had to raise many billions of new 
capital, and a very substantial ~ art of this was contrib-
uted by the life insurance companies. 
In contrast, neither the public nor business, 
during the past twenty years, has needed or demanded the 
building of thousands of miles of new railroad tracks; and 
as a consequence the railroads have not had to raise add-
itional capital for this purpose. 
This lack of demand is directly reflected in the 
holdings of railroad bonds by life insurance companies, for 
at the end of 1951, such holdings were almost exactlv the 
same in volume as they had been twent~ vears earlier. 
You all know, of course, of the public demand for 
new housing since the end of the war. Here again the li~ 
insurance companies responded to this public demand and to 
the public's willingness and abilitv to borrow capital on 
11. 
a sound basis, with the result that,' since the end of the 
war, the life insurance companies have increased their 
holdings of real estate mortgages by nearly thirteen bill-
ions of dollars. 
As was said earlier, life insurance companies 
help to finance little business and big business. Cer-
tainly the insurance industry lends to big business, not 
because it is big, but because in certain types of bus-
iness only big corporations can supplv efficiently and 
economically what the public demands. 
One of the most important and significant de-
velopments in recent years has been the emergence of a 
new method of financing medium-sized and smaller com-
panies; a development pioneered by the life insurance 
business. By this new method, life companies have found 
a way through direct negotiation with the would-be-bor-
rowers to lend on a long term basis to thousands upon 
thousands of well managed and sound corporations. 
These corporations are not known to the gen-
eral investing public and they would be unable to sell 
securities to the public through the ordinary operations 
of the market-place except at prohibitive cost. These 
so-called direct placements have assumed great magnitude. 
In 1950 alone, the life insurance companies put 
out almost three billions of dollars in this way, and by 
the end of 1952 over $15 billion of the corporate bonds 
held by the companies as investments were acquired by 
the direct placement procedure.* The three billion dollar 
figure for 1950 was spread amongst nearly fifteen hundred 
business concerns. 
13. 
Investments have ranged in size as low as $5,000, 
with the average figure being somewhere around $500,000. 
The negotiations of such investments have required imagin-
ation and ingenuity, for each investment is tailor-made to 
meet a particular situation, and the situations are more 
varied than you suspect, for they represent a cross-section 
of American business. 
I believe this method of financing will be a great 
stabilizing factor in our whole economic picture; in good 
years and particularly in bad years. I believe it will re-
sult in fewer receiverships for the loans are made on a 
long-term basis providing for the regular payment of prin-
cipal, and usually also for additional reductions of prin-
cipal during prosperous times when the earnings are large. 
Thus, there is little likelihood that these borrowers will, 
in unavoidable and unfavorable situations, be suddenly 
called upon to liquidate their borrowings or to meet a 
heavy maturity and thereby embarrass their solvency. 
!here are many other examples I might mention of 
new methods that have been developed by the life insurance 
companies to meet new conditions and changed financial re-
quirements of American business. The direct purchase of 
*4-p63 
real estate and its lease back to corporations is one. 
others that may be mentioned are new devices for the fin-
ancing of ships, railroad equipment and oil development. 
Another example is the construction and ownership of mul-
tiple dwelling apartments. 
In 1960, our company completed such a project 
on the property of Massachusetts Institute of Technology, 
located in Cambridge, Iass. The company has leased the 
land from MIT for a sixty ~ar period and at a nominal 
rate. At the expiration of this leasehold, the title to 
the building will revert to KIT. The income from this 
property is sufficient to amortize the cost over the life 
of the lease and still provide us with more than an ade-
quate return. 
During the designand construction stages, we 
14. 
were able to call on theexpert engineers at MIT for assist-
ance with heating, accouatical and architectural problema. 
What these free services meant in the way of savings and 
superior design cannot be estimated. 
It's an old axiom that money knows no flag. It 
can almost equally be said that no investment manager will 
put his company's funds to work on a philanthropic basis. 
But being philanthropic is entirely different from follow-
ing a statesmanlike investment policy. 
The life insurance companies with their combined 
assets, have very grave public respohsibilities, These 
responsibilities, include taking the long view of sound 
15. 
finance in the public interest, rather than the seeking of 
immediate and probably temporary financial gains, regardless 
of their broader consequencea.n 
These are the views of Mr. o. Kellev Anderson, 
President, New ~ngland Mutual Life Insurance Company, Boston. 
I think it would be inappropriate to add anything to the 
supporting data that Mr. Anderson presented. lt would be 
well to note that the ~ew ~ngland ~utual was the first 
mutual company to be chartered in America. In 1835, this 
charter was granted to the New ~ngland Mutual Life Insur-
ance Company by the legislature of the Commonwealth of 
Massachusetts. 
~ixty-five percent of the life insurance in force 
is with mutual life insurance companies; thirty-five per-
cent is· with stock life insurance companies. It is oovious 
that Mr. Anderson speaks, not onlv with authority; but 
with the respect of the whole life insurance business, as 
to the role that tie business holds with respect to the 
economy of the nation. 
Stabilization Influenced Through Three Principal Channels 
The life insurance industry is one of the largest 
industries in America. Both in the protection it offers 
and the payments it pours out each year, the life insurance 
busineae 11 a aooially and eoonomioall~ atab111s1ng influence. 
16. 
The three principal channels through which the business 
exerts this tremendous stabilizing force are: (a) familv 
needs, such as, cash for final eQenses, readjustment 
money, family income, life income for widow and dependents, 
income for old age, education of the children and repay-
ment of the mortgage, credit insurance; (b) through ftn-
ancial operations, in which the assets of the life insur-
ance companies are invested in American businesses and 
industrial enterprises; (c) through stability of employ-
ment, in which over 371,500 people are employed. 
Since our social and economic organization is 
dynamic, the stability of an industry must be analyzed 
not only in relation to its size and scope, but also to 
its ability to adapt to economic and social changes. 
:Pe:rha:ps the best answer as to whether or not 
life insurance can so adapt--and therefore has the re-
quisite stability to go with its fundamental purpose of 
guaranteed security--is the record of the past.* 
Since its establishments, life insurance has 
adapted to and survived niae major wars. Not only has 
life insurance been able to adapt to and survive the 
changed economic conditions brought on by these wars, 
but it has also progressed steadily despite them. 
In addition, since its establishment in North 
America, life insurance has been forced to adapt itself 
to and survive 17 major depressions, from the Panic of 
*5-pp604-606 
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of 1785 through the Recession of 1937-38. 
The diversification principle is one of the factors 
differentiating the life insurance investment portfolio from 
that of most other depositor~ institutions. Not only is the 
Law of Large Numbers, or the principle of averages, applied 
to the life insurance investment portfolio in number of in-
vestments, but also in the geographic distribution of in-
vestments, distribution of them by types of enterprises, 
by companies, and by securities, distribution by dates of 
maturity, and similarly by distribution by time of purchase. 
The stability of life insnranee during the period 
of economic depression has not been so much the result of 
s~perior investment principles as of the continuous flow 
of premiums, old and .new. Depressions markedly decrease 
the flow of new money into most enterprises, savings banks, 
for instance. They do not nearly so greatlv lessen the 
flow of such money into life insurance companies. For in-
stance, while the premium income of life insurance in 
1929 was $3.350 billion, in 1933, it was $3.321 billion. 
First, investments of any given life insurance 
company are spread among industries and enterprises through-
out the country in order to minimize the fluctuation or loss 
that might be occasioned by a purely localized depression. 
Second, investments are distributed as to type of enterprise. 
Currently, each dollar of life insurance assets is invest-
ed in government securities, in the securities of business 
and industry, in mortgages, in policy loans, in real estate, 
and in miscellaneous enterprises. Third, the Law of Large 
numbers is utilized in the case of life insurance invest-
mente by the diversification in number, thousands of diff-
erent investment holdings not being uncommon for even a 
small company. Fourth, the law of averages is applied to 
life insurance investment through diversification of mat-
urities. Life insurance company investments are purchased 
or carried in securities of widelv warying maturity dates 
so that in times of economic distress, maturities plus 
the always continuous flow of premiums take care of ,eash 
calls on the companies without the necessity of liquida-
ting investments in a depressed market. 
Finally, the Law of Large Numbers in appli~tion 
to life insurance company investments through time of pur-
chase of those investments. Life insurance companies buy 
securities year in and year out. The investment portfolio 
of any company does not consist of securities all pur-
chased at any one time, or even within any relatively 
short apace of time. The cost of the entire portfolio is 
an average over good times and bad. Ill effects of any 
year ( or even a relatively lengthy period of years) can-
not do serious damage to a large portfolio. 
~ese five principles are the basic reasons whv 
the life insurance industry exerts snoh a stabilizing in-
fluence both internally and externally. As a result of 
the application of the Law of Large Numbers to life insur-
18. 
ance investments, the possibility of loss is reduced to a 
point where even in as serious a debacle as the depression 
of the 1930's, loss to policyholders in respect to the 
promises and guarantees of their policy contracts was less 
than one-tenth of one-percent. Not a single dollar was 
lost in the depression in any legalized-reserve company 
admitted to do business in the state of New York. 
Because of the public nature of the operations 
of th~ life insurance business, those operations are sub-
ject not only to wide-spread and intensive supervision but 
are also highly publicized. There are no longer tran-
sactions of life insurance companies whi .ch can be con-
cealed legally. This public scrutiny is one of the forces 
tending to stabilize the operation of the business. 
I would like to now proceed with the analysis, 
with a goal always in mind. To determine the extent that 
this industry exerts in stabilizing the national economy, 
or better phrased, how it secures the economic and social 
welfare of its policyholders, stockholders, emplo yees, 
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and the business and industrial life of the American Economy. 
II History and Beginnings of the Life Insurance Business 
Ancient Period 2£ Life Insurance 
The story of insa.ranoe takes us back through hun-
dreds o~ years in our history to the days when people first 
began to share their risks in order to meet some danger or 
peril that was common to the group.• 
The Bible story of Joseph and the Egyptian famine 
is really the story of a very ancient kind of insurance. 
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The story relates how Joseph was asked to explain the Pharaoh's 
dream of the seven fat cows being eaten by seven skinny cows. 
He interpreted this dream as m·eaning the seven years of famine 
which would follow seven years of good harvest. 
The suggestion was made by Joseph to store supplies 
during the seven good years, so that the Egyptians would be 
able to eat during the seven years of famine. This was the 
people's insurance against the danger of starvationl How 
simple and obvious this principle, yet how basic it has be-
come to our whole economic society·. 
As far baok as 900 B.C. the Rhodian Sea Law re-
quired all shipowners to pay small amounts of monev into a 
common fund in order to help repay any owner who might lose 
his ship and oargo in storms at sea. This law was so success-
ful that about 530 A.D. it was made part of the Great Roman 
Law Code.** 
*14-pl 
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Ancient .life insurance may be traced back to the 
Romans. In those days the soldiers were paid money when they 
won victories, but part of their pay was withheld by the gov-
ernment eo that if they left the army, they would have money 
to begin a different kind of life; or, if they were killed 
in battle, their families would have some money to live on. 
Roman Collegia, which were clubs to pay for the 
burial services, also took contributions from their members 
to pay funeral expenses. Each man in the gr·oup paid about 
$3.60 and six gallons of wine. After that, the member paid 
about five cents a month, and when he died, the Collegia 
furnished about $10.60 for burial expenses.* 
~ Insurance ,!.!! !!!!_ IUddle Ages 
Then again in the Kiddle Ages, clubs known as 
guilds, pledged themselves to share some of the risks of 
ordinary living. There were guilds of merchants, of trad-
ers, of tanners and other tradesman. Through payments from 
members, they built up funds to help widows, educate orphans 
and support unfortunate members. 
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The guilds became so strong in England that the gov-
ernment made them illegal. "Priendly Societies" then took 
over the guild fUnctions of collecting fUnds and making pay-
ments to the families of members who were sick or who had died. 
This is one of the early forms of life insurance that has con-
tinued down to the present day. 
*14-p2 
Early English Period ~ ~ Insurance 
The firet known life insnrance policy was taken out 
by a private citizen on the life of a Londoner, William 
Gybbons, in 1583. Although the policy closed with the pray-
er: •God send the said William Gybbons health and long life ;• 
Vr. Gybbons died within the year. Only thirt'Y""'two pounds had 
been paid in premiums, but Mr. Gybbons' heirs collected the 
full 400 pounds, approximately $1800. 
In 1705 there was founded in England the first 
successful life insurance company. It was known as the Amic-
able Society for a Perpetual Assurance Office. The mort-
ality table and statistical techniques of modern-day life 
insurance were not known at that time. All the membersof 
the Society paid the same amount, not one over fortv-five 
years of age was accepted. At the end of every year, ex-
penses were added up and snbtracted from the total of all 
the premium payments. 
After a certain amount was set aside as a safety 
fund, the rest was divided among the heirs of those who had 
died within the year. This kind of insurance was not too 
good because the actual amount of the benefit could not be 
predicted. Furthermore, it was confined to people under 
forty-five years of age, and all members paid the same prem-
ium even though the risk was much leas for younger men. 
About the middle of the 18th Century, studies of 
actual death rates at various ages, enabled English life 
22. 
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insurance companies, the founders of the techniques of modern 
da y life insurance, to learn the risk at each age. Edmund 
Halley, English astronomer, prepared and published the first 
mortalit y table. This enabled them to begin operating the 
business upon scientific principles. In 1762, the first com-
pany set up on scientific lines, the Equitable Life Assuranee 
Company, started operations and has been operating ever since. 
Earl v .American Period of ~ Insurance 
~he first company set up to sell life insurance in 
America was called "A Corporation for the Relief of Poor and 
Distressed Widows and Children of Presbyterian Ministers." 
This company was chartered in Philadelphia, Pa., in the year 
1759 and is still oper at ing a s a life insurance company, fnn-
ctioning under the name of wPresbyterian Ministers' Fund." To-
~ ay it includes clergymen of other churches as well. 
In 1812 the"Pennsylvania Company for Insurance on 
Lives and Granting Annuities,• a s incorporated;' this being 
the first corporation to be organized in America for the 
sole purpose of issuing life insurance policies and annuities. 
The first policy was issued in 1813, and this wa• the first 
American company to operate on a scientific basis. It dis-
continued issuing life policies in 1872. 
In 1835 a charter was granted the New England Iutual 
Life Insurance Company of Boston. This was the fi rat mutual 
company to be chartered in America, although they did not 
actually begin business until 1843. This period,prior to 
1843, was significant because of certain characteristics 
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displayed by the life insurance business. 
Pirst of all, the course of the business cycle was 
reflected in the insurance activity. Second, certain forces 
which determined where life inwr.ance companies were to be 
established were noted. The first of these forces of location, 
was the extent of the development of a money economy in a given 
area. 
Nearly every life insurance company was established 
in commercial centers where there was a need for life ineur-
ance, where people could a~ord to pay premiums and bad enough 
money to launch new enterprises. 
The third characteristic noted was, that life insur-
ance companies were subjected to s ,ome control by the various 
states. The f~rth and final characteristic noted was _the 
fact that the various states began to regard life insurance 
companies as a source of revenue through taxation. 
These early attempts at establishing a life insur-
ance business laid the fonndation for the huge resources that 
are now a reality. The period from 1843 till the present 
day is considerei to be the most important in terms of modern 
day operations. 
~ .-BE .... G_I=N.-..NI=N-..G~S OF THE MODERN PERIOD 
The first important period in the modern history 
of life insurance in this country may be considered to be 
from the years 1843 to 18~0. It was in this period that 
the life insurance business really got its start. Real 
success was not achieved until the decade of the 1840's. 
Twelve companies that were to become prominent in the field 
began business between 1843 and 1851. Moat of them were 
based on the principle of mutuality. Between 1843 and 1870 
the basic principles of modern life insurance were estab-
lished. 
At this time a scientific foundation for deter-
mining the size of premiums was provided by the a:·rawing 
up of an American Table of Mortality. A svstem of prem-
iums that are the very same every year during the life of 
the policy, but which vary with the age at which the insured 
makes his contract with the insurance companv, was in1roduoed. 
This system is known as the level premium system. 
Methods wer~ devised for th·e purpose of determining the size 
of an adequate reserve for each policy. The agency system 
of marketing life insurance was instituted at this time. 
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The years between 1865 and 1870 were years of great 
expansion. This is because life insnranee had become fUrther 
popularized by a more general liberality in the terms of the 
policies, but particularly by the introduction of nonfor-
feiture provisions. During these years, the first real efforts 
were made to sell life insurance through the use of salesmen. 
All of these progressive adaptations were responsible for a 
wide·&epread oautrehip o:t ll:te insurance. 
In the three years 1865 to 1867, thirty oompanie s 
were organized, and by 1870 the number of companies doing 
business on the basis of policy reserves was 71. By 1870 ~e 
amount of life insurance in force was over two billion dollars, 
or a tenfold increase as compared with 1860.* 
llany of these newly-formed companies, however, were 
organized on unsound principles, and some of them were soon in 
serious financial difficulities. ~hese twenty-seven years of 
life insurance history were characterized by an increasing 
amount of state regulation. This fact is apparent in several 
ways. 
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Pirst, some of the states levied discriminate taxes 
on out-of-state companies, and generally carried on state pro--
tectionism. Second, some of the states started to publicize 
information concerning life insurance companies and their oper-
ations, in order to protect policyholders. 
In many cases this system did not prove sufficient, 
so the states established certain legal standards for various 
aspects of the business and commissioners were appointed to 
see that these laws were obeyed. Because of the fact that by 
1860 there were so many different state laws. the companies 
considered seeking federal control. However, the Supreme Court, 
in a famous decision, declared that insurance was not inter-
state commerce and therebv was not subject to federal 3uris-
diction. 
The second important period in the life insurance 
history is from 1870 to 1906. It was in this period that 
life insurance had its growing pains. As was stated earlier, 
many new companies were begun just prior to 1870. The econ-
*2-p39 
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omio depression of the 1870's reduced the number of companies 
in existence by just about fifty peroent. 
Metropolitan Life Insurance Company, organized in 
this period, with assets of over twelve billion dollars at 
the present time, was able to survive this economic recession. 
Inefficiency, general ignorance of the scientific principles, 
and extravagance were the main reasons tbr the collapse of 
these oompanie s. 
Also, the state legislatures stiffened the require-
ments that bad to be met by the companies. The increased 
requirements of reserves, for example, had a great deal to 
do with the failure of some of the smaller and weaker (finan-
cially) companies. 
The situation then facing the surviving companies 
resulted in severe competition, because the recession natur-
ally affected the securing of new buel ness and maintenance of 
the existing business. Also, at the end of the recession, 
the new companies were eager to climb into the leadership 
that the older companies enjoyed. 
At this time, policyholders were forced to bear 
the expense of certain company practices, snob as rebating, 
large commissions, and concentration on forms of policies, 
that were prof! table to the part iaular companies that were 
responsible for their makeup. The pruning-out process which 
had taken place during the depression, eventually resulted 
in a generally healthier condition of level premium life in-
surance companies. 
From 1880 to 1900 the rapid growth, which had been 
halted, resumed. The development of the agencv system had a 
profound effect on the growth of life insurance. ~he contin-
ual increase in the liberality of policy conditions, and the 
development of new and attractive plans of life insurance, 
were important reasons for this continued growth. By 1906 
the amount of life insurance in force had increased to about 
14 billion dollars.* This figured had increased to over 287 
billion dollars at the end of 1952.** 
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During the early years of the twentieth ee ntury many 
people began to -feel that the general oonditions and managements 
of the larger companies were in need of an investigation. Fin-
ally in 1905, a demand was made for leg~ative inquirv into the 
conduct of life insu.ranoe companies doing business in the state 
of New York. The investigation by the New York State legisla-
ture was conducted by the committee under the chairmanship of 
Senator Armstrong, and lasted for three months. 
The objectives of the Armstrong Investigation Committee 
were to investigate the investments of the companies, the rela-
tion of officers to these investments, the relation of the com-
panies to subsidiary corporations, the control of commissions, 
the c ·ontraotual relations between the companies am any other 
phase of the busine as deemed by the committee to be important. 
The findings of the Armstrong Commission were very 
significant. In general, directors and trustees of various 
companies did not exercise proper control over the management 
of the companies. Proposals of the officers of the companies 
* 4-pll ** 4-pll 
were usually accepted by the directors am the trustees. It 
w~s found that the policyholders o£ the mutual companies had 
no voice in the management of their own funds. 
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Concerning the matter of investments, the Committee 
found many irregular practices. Some of the companies, by own-
ership of stock of banks and trust companies, practically 
entered the banking business. large inactive balances were left 
in banks and trust companies that the particular insurance com-
pany would be interested in. This reduced the rate of interest 
earned bv the companies greatly, and therefore, reduced the 
dividend s to policyholders. 
Vany companies participated in s~dicate operations 
in financing the bond issues of commercial corporations. Great 
profits resulted to the life companies from these operations, 
but usually the profits were used to cover up losses and extra-
vagant expenditures,rather than being distributed among the pol-
icyholders. 
As to the expenses and the cost of insurance, the 
Committee found flagrant abuse and misuse of entrusted funds. 
Large salaries and expense accounts to officers and huge 
commissions on new policies increased the policy premiums 
to an inflated degree. Also, large sums had been spent to 
illegally influence legislatures of different states, in 
matters affecting businesses that the companies were inter-
ested in, because of their stock holdings. 
Immediately following the Armstrong Investigation, 
the legislature provided remedies to the existing situations, 
and similar leg~tion was passed in other states. Efforts 
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were made to prevent the control of a company by a small group 
working in ita own interests. 
For example, the investments became limited to bonds 
and mortgages; participation in investment syndicates was pro-
hibited; limits were placed upon the toal expenses and the 
amount that could .be spent to secure new business; and certain 
forma ot policies were prohibited. The Armstrong Investigation 
was the last of the important events in the era from 1870 to 
1906. 
During this important phase in the history of life 
insurance, certain .connections between the curve of the bus-
iness cycle and life insurance became apparent. The table 
number II will emphasize this fact. In the boom period from 
1865 to 1870, a great many new companies were established. 
During the recession of the 70's the number of companies doing 
business was reduced to almost half of the number that began 
that decade. 
Prom 1880 to 1906, there was a tirm and fairly 
steady increase in the aumber of companies in existence. 
The dollar volume of life insurance in force followed a sim-
ilar curve. In general, though, life insurance reacts more 
strongly to a long-term trend, that it does to short-term 
reactions. This can be explained by examining the nature of 
the contractual relationahip,~ich is on a long-term basis, 
and institutional in character. Also, one company may de-
viate more from a cyclical curve because of special circum-
stances usually pertaining to managerial policy. The long-
term trends that life insurance have reacted moat to, are the 
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growth of the population, and the growth o~ the national economy. 
~he third and last phase in the modern history of 
life insurance covers the period from 1907 to the present time. 
Immediately after the Armstrong Investigation, man~ new com-
panies were founded, about fifty companies within two years.* 
An important reason for this rapid increase was that some peo-
ple were attracted to the inenrance field because the invest-
ment showed lucrative returns. 
Kany of these new companies were soon absorbed by 
stronger companies in a series of mergers. Some of the com-
panies began to write group insurance. Life insurance began 
to be used to a large extent for specific purposes; by businesses 
to insure the lives of their kev men, by individuals to meet 
inheritance taxes, to provide families with income after the 
death of the head of the household, and to provide mone~ to 
send children to college. 
Although public oonfidenoe in life insurance com-
panies was shaken by the Armstrong Investigation, it was soon 
restored, and there was an increased general growth of the 
industry. In the period from 1914 to 1930, life insurance 
in force more than quadrupled, and the industry achieved 
the position in the economic structure that was its' right-
fUl role. 
fhe reasons for this tremendous growth were: the 
period was one of great economic prosperity, the introduction 
of group insurance, the greatly increased use of insurance for 
specific purposes, and the low cost of insurance, with increas-
*2-p372 
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ing dividends due to a very favorable mortalitv experience and 
a high rate o~ interest earnings. 
World lar I had comparatively little effect on the life 
insurance industry, but the influenza epidemic, which started 
in the fall of 1918, was a very serious matter to the life insur-
ance companies. The epidemic was directly respohsible for mo~ 
than 450,000 deaths in the United States. 
The majority of deaths were among the younger policy-
holders whose policies hadn't been in effect very long. This 
had a marked financial effect on the life insurance companies. 
The depression of the 1930's had quite an effect on the life in-
surance oompanies, also. New business began to fall off in 
1931, and continued to do so until 1933. 
During this last period mentioned the polic~holders 
started a ,.run• on the companies by taking loans on their 
policies and surrender of the policies for their accumulated 
cash value. Also, the mortality rate increased, due in part 
to a large number of suicides. 
At the same time interest rates declined, and the 
companies had a difficult time investing their funds at a 
favorable yield. Because of these unfavorable elements, many 
reductions were made in dividends, and premium rates were gen-
erally increased. 
It seems, in view of these bad conditions, that many 
of the weaker companies would experience financial difficulty. 
However, out of a total of about 350 companies, only about 20 
were placed in the hands of receivers. None of these were 
first rank companies and ohly one was a large company. The 
life inanranoe business of these companies amounted to only 
a little over 1% of the total insurance in force in all com-
panies. 
Since 1933, the amount of life insurance in force 
has increased steadily. Prom 1933 to 1953, the insurance in 
force has tripled. In comparison to the effects of the 
business cycle on the life insurance industry from 1870 to 
1906, it has become apparent in this latest phase of the 
business, that this industry has become more susceptible to 
fluctuation in economic activit y. The amount of insurance 
in fofce increased greatly during the period of prosperity 
just pr i or to the grave depression of the 1930's. Then, dur-
ing the worst years of the depression the amount in force de-
creased • 
After the depression the total amount of life insur-
ance in force tr1pied~ ~able II shows the effect of the bus-
iness cycle on the number of companies during this period. 
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The reasons for this increased susceptibility are; the life 
insurance per capita is larger, life insurance is considered 
greatly as a means of savings, which usually results in wcashin" 
during periods of stress, increased cash surrender values have 
encouraged the trend of. withdrawal of fUnds, the swings of 
the business cycle have been exceptionally violent.* 
I believe it is significant to note that except for 
the years from 1873 to 1879, and the years from 1932 to 1933, 
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the total amount of life insurance in force in the United 
States bas been continually increasing. This is very 
significant with the view that the industry has a stab-
ilizing effect on the national economy, and the influence 
of the industry is becoming much more evident when viewed 
in this light. 
If the life insurance desired by the public can 
increase throughout good times and bad times, with the 
exception of those drastic depths as experienced in 1933, 
then I believe one may be led to a legitimate premise that 
even today, with all its' strides, the life insurance in-
dustry has not assumed the proper place that it right-
fUlly belongs. The life insurance industry has grown dir-
ectly with the ··money economy, the advance of science, and 
the division of labor in the past and it's stabi~ing effects 
have had a direct influence with this advancement. 
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TABLE 2 
(000,000 omitted below) 
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CatrPARATIVE GROWTH OF LIFE INSURANCE IN AMERICA 
AND EFFECT OF BUSINESS CYCLES ON GROV'lTH (1907-1942) 
. :tnnlffiER OF cOJl!: iiiiBER • : REfERli!N'cE DATE 
• 
. 
YEAR • PANIES DISCON-: OF • TOTAL INSURANCE • 01!' • • . 
• TINUING • CWPANIES . :BUSINESS CYCLE • • • 1967 4 160 14,063 P-lla y; R-June 
9 171 (1908) ~-June• Rev-Julv 
' . 5 189 1910 5 214 16,404 P-Jan; R-Feb 
9 240 
13 250 (1912) T-Jan; Rev-1'eb 1913 19 260 20,585 P-Jan• R-Feb (1914) ' 13 250 T-Deo 
20 238 (1915) Rev-Jan 1916 15 241 24,679 
12 241 
8 244 (1918) P-Aug; R-Sept 1919 8 266 35,880 T- April; Rev May 
1 272 (1920) P-lan; R-l!'eb 
7 288 (1921) T-Sept; Rev Oat 1922 7 286 50,290 
15 291 (1923) P-Kay; R-June 
17 297 (1924) T-Ju1y; Rev-Aug 1925 13 308 71,642 
14 322 (1926) P-Oot; R-N ov 
14 319 (1927) T-Deo 
21 331 (1928) Rev-Jan 1929 24 353 95,206 (1929) P-June;R-J'ulv 
25 352 1931 37 342 108,885 
35 328 
27 318 (1933) T-March;Rev-April 1934 16 313 98,542 
14 340 
19 315 1937 14 308 109,572 P..._y; R-June 
21 306 (1938) ~-Kay 
19 306 
1940 30 305 117,794 
30 304 1942 30 303 130,332 
Clough, Shephard B. -"A Century of Amerioan Life Insuranoe.w 
New York Columbia University Press-1946 
pp 374-375 
P-Peak 
R-Reoession 
T-Trough 
Rev-Revival 
III The Product of the Life Insurance Business 
The Various Types of Life Insurance 
Life insurance companies have worked out three 
ways of bringing life insurance to the public. These 
three types of life insurance are known as ordinary, in-
dustrial and group life insurance. 
Ordinary Life Insurance 
Ordinary life insurance, the oldest of the three 
classifications, is the type most widely used to meet the 
requirements of people who need, and can afford to pay for, 
substantial amounts of life insurance. It can be used to 
meet practically every conceivable type of personal or bus-
iness need for protection and safety. A great many tvpes 
of ordi nary policies have been devised by the companies 
to meet the various individual needs for protection. 
This form of life insurance is used to provide 
cash funds for doctor's bills, fUneral expenses, unpaid 
bills, taxes and other expenses which remain after the 
death of the insured. It can be used to supply a contin-
uing income to a widow and children, as well as to pro-
vide funds to send children to college, and to retire on 
varying amounts at certain ages, as well as the payment 
of the mortgage on the family home. 
It can be used as a means of guaranteeing a 
definite income for the insured after he stops working. 
Along with these individual and family uses, ordinary life 
insurance can be used in the business world to insure the 
lives of key executives for the protection of the part-
36. 
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businesses in which they are employed. 
Ordinary life insurance is usually bought indiv-
idually in units of il,OOO or more. The average size of the 
ordinary life insurance policy in force at the end of 1952 
was f2,368. * In 1952, the totals far ordinary life insur-
ance policies in force for residents in the United states 
exceeded 73 million policies for the amount of over $172 
billion. The totals for non-re .sidents added to the resi-
dent total increased these amounts to 76 million policies 
for the amount of over i178 billion.** 
Usually a medical examination is required as one 
proof that an applicant is qual.ified for a policy. Prem-
iums are usually payable annually, semi-annually, quarterly, 
and in some oases monthly. 
Industrial Life Insurance 
Industrial life insurance was introduced into this 
form by England and was accepted by this country from Eng-
land in 1875. It's rapid and steady growth has been due 
mainly to the recognition of it's value by the lower in-
come group. This type of insurance is arranged to meet the 
needs of people who :can only afford a small premium. Prem-
iums are in the form of small weekly or monthly payments, 
and are usually paid to an agent of the company who calls 
at the insured's home. 
At the end of 1952, the face value of the average 
size policy was i328. The number of policies of residents 
*4-pl2 **4-p23 
and non-residents totalled over 114 million in the amount 
of over $37.6 billion.*' · 
The maximum amount available in any one policy 
under this type of insurance is usually ,1,000. This form 
of insurance is generally written without medical examin-
ation in order to make the coverage available to as many 
people as possible. The agent calls at the local home each 
and every week to collect the small premium. 
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A large part ef this premium must go to the agent 
and to defray bookkeeping costs, so that this type of insur-
anee is a very inefficient form of insurance, especially 
when the great number of policy- lapses by the poor are taken 
into consideration. *It performs a necessary and vital func-
tion in that the people who invest in this type of insur-
ance would likely be without any at all if it were not avail-
able. 
This type of insurance is based on the same prin-
ciples as ordinary insurance, though they differ somewhat 
from ordinary policies because of their intended usee. In 
order to compensate for the much higher death rates it is 
necessary to exact much higher premiums per dollar of insur-
anoe coverage. 
Group Life Insurance 
Group life insurance is the comparative baby in 
the life insurance field. It was introduced in 1911 as a 
means of insuring a gr·oup of people ueua.lly the employee a 
of a business organization and usually requires no medical 
*4-27 
examination. The employer makes the arrangements with the 
insurance company and a master contract is is~ed to him. 
Certificates showing all the facta about the inmrance are 
issued to each Employee · covered. Many state e ape cifv that 
at least fifty employees must be insured under the master 
policv issued to the employer. 
39. 
Group policies are usuallv one-vear term policies. 
The premiums collected for the entire g:roup buys protection 
for the current year ohly, not permanent protection. Underr 
this plan, no medical examination is required, and the rates 
are much lower than for other types of life insurance. 
Premiums are eitbe r paid in full by the employer, 
or shared by the employer and employee. It was recently 
found in a sample survey that in two out of every three group 
life plans the costs were shared by the emplover and employees. 
Group life insurance totalled over $63 billion, the regular 
units numbering over 68,000 master policies and 23.6 million 
certificates, average of $2,700 each.* 
Group life insurance is important because it gives, 
in effect, an extra years earnings to the family of the de-
ceased worker, aDd gives them a chance to carry on and make 
necessary adjustments. Also, it is inexpensive and enables 
some people to secure life insurance protection vh o could not 
obtain insurance in any other way at standard rates because 
of poor health or other reasons. 
Table IV compares the life insurance in foroe under 
the three major types, ordinary industrial and group. Today 
*4-p24 
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LIFE INSURANCE IN FORCE IN THE u. s. BY STATES 1952 
ORDINARY GROUP INDUSTRIAL TOTAL 
No. Amount Certificates Amount No. Amount No.• Amount Amount 
(000 (000,000 (000 (000,000 (000 (000,000 (000 (000,000 Per 
STATE Omitted) Omitted) Omitted) Omitted) Omitted) Omitted) Omitted) Omitted) Family 
Ala. 
···--·----------
653 $ 1,663 514 $ 779 4,727 $ 945 5,894 $ 3,387 $3,900 
Ariz. 
----------------
255 623 93 198 174 57 522 878 3,200 
Ark. 
----------------
391 882 152 251 736 205 1,279 1,338 2,400 
Calif. 
--------------
4,444 12,792 3,022 5,798 4,299 1,582 11,765 20,172 4,700 
Colo ................. 773 1,688 295 451 446 156 1,514 2,295 4,600 
Conn. 
--------------
1,330 3,302 629 1,378 1,664 672 3,623 5,352 7,700 
Del. .................. 213 526 154 274 399 134 766 934 8,500 
D. c. 
--------------
440 1,302 473 660 892 273- 1,805 2,235 6,100 
Fla. 
------------------
1,237 2,664 533 635 3,779 1,033 5 ,549 4,332 3,900 
Ga. 
------- ---·-------
1,146 2,536 794 1,109 5,148 1,364 7,088 5,009 4,800 
Idaho 
--------------
215 508 41 88 47 16 303 612 3;2oo 
Ill. 
------------------
5,604 12,837 2,343 5,()68 6,638 2,349 14,585 20,254 6,500 
Ind ................... 2,258 4,390 1,046 2,422 3,133 1,075 6,437 7,887 5,800 
Iowa 
----------------
1,468 3,222 313 548 685 217 2,466 3,987 4,500 
Kans. 
--------------
1,100 2,232 270 558 781 260 2,151 3,050 4 ,500 
Ky. 
------------------
929 1,903 367 635 2,302 686 3,598 3,224 3,700 
La. 
---------------·--
681 1,745 709 930 2,544 691 3,934 3,366 4,000 
Ma ine ··----·------- 382 873 135 183 447 173 964 1,229 4,300 
Md. 
----------------
1,402 2,942 394 899 3,003 885 4,799 4,726 5,700 
Mass. ------· --------- 2,389 5,940 921 1,920 4,266 1,597 7 ,576 9,457 5,9CO 
Mich. ---------------- 2,930 6,996 2,056 4,604 3,830 1,342 8,816 12,942 5,900 
Minn. 
--------------
1,483 3,476 598 1,071 818 273 2,899 4,820 4,900 
Miss. 
----------------
329 894 268 291 809 171 1,406 1,356 2,200 
Mo. 
------------------
2,153 4,589 851 1,587 2,846 952 5,850 7,128 5,100 
Mont. 
--------------
257 632 52 131 66 21 375 784 3,900 
Nebr. 
----- ---------
790 1,715 122 274 318 104 1,230 2,093 4,600 
Nev. 
----------------
62 167 40 60 15 4 117 231 3,300 
N. H. -------------- 268 647 73 138 388 149 729 934 5 ,200 
N.J.---------------- 3,194 7,801 1,180 2,981 4,627 1,810 9,001 12,592 7,400 
N. Mex. 
----------
194 472 58 105 164 62 416 639 3,000 
N. Y. 
--------------
9,393 24,230 4,644 9,752 9,332 3,628 23,369 37,610 7,100 
N. c. 
--------------
1,334 2,838 686 1,067 3,525 1,043 5,545 4,948 4,100 
N. Oak. ---·-------- 268 566 60 71 7 2 335 639 3,500 
Ohio -------·---····- 4,467 10,456 2,136 5,101 7,030 2,493 13,633 18,050 6,700 
Okla. 
--------------
885 1,887 328 636 711 244 1,924 2,767 3,700 
Oreg. 
--------------
583 1,620 271 471 229 77 1,083 2,168 3,900 
Pa. 
------------------
6,874 13,767 2,538 5,690 11,165 3,793 20,577 23,250 6,800 
R. I. 
-------------- --
458 1,061 168 250 867 327 1,493 1,638 6,000 
s. c. ------···-·----- 495 1,136 416 505 3,443 990 4,354 2,631 4,500 
S. Oak ...... : ...... 291 597 27 56 9 2 327 655 3,100 
Tenn. 
--------------
927 2,169 667 1,040 3,217 921 4 ,811 4,130 4,200 
Texas 
------·······-
2,972 7,374 1,681 2,968 4,686 1,557 9,339 11,899 4,500 
Utah 
-----·-···-····· 
414 834 151 230 219 68 784 1,132 5 ,200 
Vt. 
------------------
184 420 29 60 17,2 65 385 545 4,500 
Va. 
------------------
1,244 2,909 558 888 3,532 1,004 5,334 4,801 4,300 
Wash. ···-·-·-·---·· 905 2,535 466 897 463 148 I ,834 3,580 4,000 
W . Va. -----·----·- 625 1,344 391 767 1,028 361 2,044 2,472 4,400 
Wis. 
------·····-----
1,844 4,283 696 1,288 1,340 464 3,880 6,035 5,300 
Wyo. --·-·-·------·-- 132 313 32 82 13 3 177 398 3,700 
- - --- ---- -
Total U. S ......... 73,265 $172,298 34,441 $67,845 110,979 $36,448 218,685 $276,591 $5,400 
"Includes group certificates. 
Sources: Institute of Life Insurance and Bureau of the Census. 
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LIFE INSURANCE IN FORCE IN THE UNITED STATES 
YEAR 
1900 _______________________ ____ _ 
1901 _______________ __________ __ _ 
1902 __________________________ _ _ 
1903 _______________________ ____ _ 
1904 ___________________________ _ 
1905----------------------------1906 _________________________ __ _ 
1907 ___________________________ _ 
1908 ____ _______________________ _ 
1909 _______________________ ____ _ 
1910 ___ ________________________ _ 
1911__ _________ ____ _______ _____ _ 
1912----------------------------
1913 ___ ________________________ _ 
1914 __ __ __________________ _____ _ 
1915 ___ ____________ ______ ______ _ 
1916 _____________ _____ _________ _ 
1917----------------------------1918 ________ __ ___________ ____ __ _ 
1919 _________ __________________ _ 
1920 __ __ _______________ ___ ____ _ _ 
1921.,-------- -------------------1922 _______ __ __________________ _ 
1923.---------------------------1924 _____________________ __ ____ _ 
1925----------------------------1926 ___ __ __ _________________ __ _ _ 
1927 _______ __ ___ _______________ _ 
1928 _______________________ ___ _ _ 
1929 __ __ __ _____________________ _ 
1930 _________ ________ ____ ______ _ 
19J1 _____ __ ___________________ _ _ 
1932 ___ ____ ____________________ _ 
1933----------------------------1934 ____ __ __ ___ ____ __ ___ ___ ____ _ 
1935 ___ ________________________ _ 
1936 _____________ __ ____________ _ 
1937 ______________________ ___ __ _ 
1938 ___ __________ ______ __ ____ __ _ 
1939 ___ ___ _____________________ _ 
1940 ___ ________________________ _ 
1941 __________________ _________ _ 
1942 __________ ________ ____ _____ _ 
1943 _________ . __________________ _ 
1944 ________ ___________________ _ 
1945-------------------------- --1946 _____ ______________ ___ _____ _ 
1947----------------------------1948 ______________ ____ ____ ____ _ _ 
1949 ___ ______ : _________________ _ 
1950. _______ ______ ___________ __ _ 
1951 ------·---------------------1952__ __ ________________ __ _____ _ 
I {1; ~~. 
ORDINARY 
$ 6,124 
6,766 
7,594 
8,264 
9,059 
9,585 
9,871 
10,103 
10,450 
10,960 
11,783 
12,772 
13,709 
14,827 
15,661 
16,650 
18,081 
19,868 
21,820 
25,787 
32,022 
34,784 
38,061 
43,086 
47,295 
52,910 
58,477 
63,363 
68,463 
75,726 
78,622 
79,552 
75,923 
70,892 
70,115 
70,710 
72,390 
74,873 
75,816 
77,245 
79,424 
82,600 
85,127 
89,842 
95,437 
101,925 
113,360 
123,022 
132,052 
1,19,576 
149,800 
160,210 
172,298 
(000 ,000 Omitted) 
GROUP 
$ 13 
31 
65 
100 
155 
349 
630 
1,092 
1,570 
1,527 
1,795 
2,393 
3,127 
4,247 
5,362 
6,334 
7,896 
9,011 
9,828 
9,783 
8,967 
8,724 
9,526 
10,283 
11,400 
12,817 
12,715 
13,897 
15,244 
17,764 
19,612 
22,620 
24,133 
22,373 
27,703 
32,795 
38,382 
42,207 
50,910 
58 ,057 
67,845 
INDUSTRIAL 
$ 1,449 
1,603 
1,775 
1,953 
2,106 
2,278 
2,414 
2,536 
2,635 
2,918 
3,125 
3,353 
3,579 
3,825 
4,011 
4,279 
4,617 
5,026 
5,474 
6,092 
6,948 
7,633 
8,486 
9,618 
10,905 
12,318 
13,803 
15,078 
16,231 
17,349 
17,963 
17,635 
16,669 
16,630 
17,036 
17,471 
18.863 
20,104 
20,396 
20,509 
20,866 
21,785 
22,856 
24,874 
26,474 
27,677 
29,306 
30,406 
30,827 
31 ,983 
33,337 
34,833 
36,448 
TOTAL 
$ 7,573 
8,369 
9,369 
10,217 
11,165 
11,863 
12,285 
12 ,639 
13,085 
13,878 
14,908 
16,125 
17,301 
18,683 
19,737 
21,029 
22,853 
25,243 
. 27,924 
32,971 
40,540 
43,944 
48,342 
55,097 
61 ,327 
69,475 
77,642 
84,775 
92,590 
102,086 
106,413 
106,970 
101,559 
96,246 
96,677 
98 ,464 
102,653 
107,794 
108,927 
111,651 
115,534 
122,149 
127,595 
137,336 
146,044 
151 ,975 
170,369 
186,223 
201,261 
213,766 
234,047 
253,100 
276(591 
..,. 
Sources, Spectator Year Book and Institute of life Insurance. Totals for "In The United States" represent 
all life insurance in force on the lives of residents of the United States, whether issued by U. S. 
or foreign companies . 
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ORDINARY LIFE INSURANCE IN FORCE 
IN THE UNITED STATES 
(000 ,000 Omitted) 
NO. OF NO. OF 
YEAR AMOUNT YEAR AMOUNT YEAR POLICIES AMOUNT YEAR POLICIES AMOUNT 
1895 .... $ 4,170 1910 .... $11,783 1925. _______ 23 $52,910 1940 ______ __ 38 $79,424 
1896 .... 4 ;323 191L .. 12,772 1926 ___ _____ 25 58,477 1941 ________ 40 82,600 
1897 .... 4,563 1912.. .. 13,709 . 1927 ___ _____ 27 63,363 1942 _____ ___ 41 85,127 
1898 .... 4,952 1913 ... . 14,827 1928___ _____ 29 68,463 1943 ........ 43 89,842 
1899 .... 5,547 1914 ____ 15,661 1929 ________ 31 75,726 1944 ________ 46 95,437 
1900 .... 6 ,124 1915 .... 16,650 1930 ________ 32 78,622 1945 ........ 49 101 ,925 
1901 .... 6,766 1916 .... 18,081 1931 . _______ 33 79,552 1946 ________ 54 113,360 
1902__ __ 7 ,594 1917 .... 19,868 1932 ........ 32 75,923 1947 _____ ___ 57 123,022 
1903 .... 8,264 1918 .... 21 ,820 1933 _______ _ 32 70,892 1948 ________ 61 132,052 
1904 .. .. 9 ,059 1919 .... 25,787 1934 ________ 32 70,115 1949, _______ 63 139,576 
1905 .... 9 ,585 1920 .... 32,022 1935 .. ______ 33 70,710 1950 ________ 66 149,800 
1906 .... 9,871 192L. 34,784 1936 ___ _____ 34 72,390 1951___ ____ _ 70 160,210 
1907 .... 10,103 1922 .... 38,061 1937 ________ 35 74,873 1952. ______ _ 73 172,298 
1908 .... 10,450 1923 .... 43 ,086 1938___ ___ __ 36 75,816 
1909 .... 10,960 1924 .... 47,295 1939 ______ __ 37 77,245 
U. S. LIFE INSURANCE COMPANIES 
(000,000 Omitted) 
NUMBER OF NUMBER OF 
YEAR POLICIES AMOUNT YEAR POLICIES AMOUNT 
1900 .......... ------·-----·- 3 $ 7,093 1927 ........ ------· -- ---·--· 27 $ 65,044 
1901 .---- -- -- -------------·- 4 7,953 1928 .. --------- --- ------·-·- 29 70,486 
1902.. .... .. -----·----- ·--·- 4 8,698 1929 _____ __ ____________ ___ __ 31 76,122 
1903 ... .... -------·--------- 5 9,569 1930 _______ ________ _________ 33 79,775 
1904 ........... ..... ----- ·· - 5 10,412 . 1931 ·---------- ·- -------·--· 34 80,657 
1905 ........ ---·-- ---------- 5 11 ,054 1932 ___________________ _____ 33 76,780 
1906 .......... .......... .... 6 11 ,253 1933 _____________ __ _________ 32 71,919 
1907 ......... ............ ... 6 11,486 1934 ........ ---- ------------ 33 71,298 
1908 ............... ......... 6 11 ,850 1935 ... . ·------------------- 33 71,963 
1909 ...... ---- ·-·- ·--------- 6 12,452 1936 .... ----------------··-- 34 73,737 
1910 ....... ---·-·----------- 7 13,227 1937 ______ __________________ 35 76,071 
1911 .... -----------·----- --- 7 14,579 1938 ________ _______ _________ 36 77,266 
1912 .. .. -- ----·------- ·----- 8 15,543 1939... ... : _____ ___ ____ ____ _ 37 78,814 
1913 ________________________ 9 16,556 1940 ..... ________________ ___ 39 81,069 
1914-----------·------·----- 9 17,360 1941 ..... ______________ ___ __ 41 84,364 
1915 ... ................. .. .. 10 18,249 1942___ ~-- - -·-·- -- - - ----- - -- 42 87,125 
1916 ........................ 10 19,713 1943 ___ ___ _______________ __ 45 91,777 
1917 ... ..... ------ -----·---- 12 21,617 1944 .... ---·---------------- 47 97,577 
1918 .. ...... --· ------·------ 12 23,537 1945 _______ ______________ ___ 50 104,456 
1919 .. ...... --·-·----------- 15 28,171 1946 ..... , .. ·--------------- 55 116,110 
1920 .. .. -------·------ ---- -- 16 33,455 1947 ___ ___________________ __ 59 126,206 
1921 .. .. ----·----- -----·---- 18 36,378 1948 _____ ___ ___ ___ _____ __ ___ 62 135,669 
1922 ... ..... ·-·--- ---------- 19 39 ,557 1949. ____________ ___________ 65 144,458 
1923 ......... ........ .. ..... 21 44,228 1950 ........ ----· -- --------- 68 155,071 
1924 .................... .... 22 49,241 1951 .. ...................... 72 166,095 
1925 .. ........... ........... 24 54 ,567 1952 .... ------------······-- 76 178,885 
1926 ... ..... .. ....... .. .. ... 25 60,031 
Sources , Spectator Year Book and Inst itute of Life Insurance . Totals for "" In the United States" represent 
all life insurance in force on the lives of residents of the United States, whether issued by U. S. 
or foreign companies. Totals for "U. S. Life Insurance Companies" represent oil life insurance 
in force with U. S. companies whether the policyholders are residents of the United States or 
of some other country . 
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42. 
43. 
GROUP LIFE INSURANCE IN FORCE 
IN THE UNITED STATES 
NO. OF NO. OF NO. OF NO . OF 
MASTER CERTIFI- MASTER CERTIFI-
YEAR POLICIES CATES AMOUNT YEAR POLICIES CATES AMOUNT 
1912 ...... 25 12,000 $ 13,000,000 1933 ...... 17,000 5,100,000 $8,724,000,000 
1913 ...... 100 34,000 31,000,000 1934 ... ... 18,000 5,800,000 9 ,526,ooo;ooo 
1914 ...... 175 67,000 65,000,000 1935 ...... 19,000 6,500,000 10,283,000,000 
1915 ...... 275 120,000 100,000,000 1936 ...... 20,000 7,400,000 11,400,000,000 
1916 ...... 650 200,000 155,000,000 1937 ...... 21 ,000 8,300,000 12,817,000,000 
1917 ...... 1,500 450,000 349,000,000 1938 ...... 23,000 7 ,900,000 12,715,000,000 
1918 ...... 2,000 750,000 630,000,000 1939 ...... 24 ,000 9,300,000 13,897,000,000 
1919 ...... 4,000 1,200,000 1,092,000,000 1940 ...... 27,000 11,000,000 15,244,000,000 
1920 ...... 6,000 1,600,000 1,570,000,000 1941... ... 29,000 13,000,000 17,764,000,000 
192"1 ...... 6,000 1,400,000 1,527,000,000 1942 .. .... 31,000 13,000,000 19,612,000,000 
1922 ______ 7,000 1,600,000 1,795,000,000 1943 _____ _ 33,000 14,000,000 22,620,000,000 
1923 ...... 8,000 2,000,000 2,393,000,000 1944 ...... 34,000 14,000,000 24,133,000,000 
1924 ..•... 10,000 2,.400,000 3,127,000,000 1945 ...... 36,000 13,000,000 22,373,000,000 
1925 ...... . 12,000 3,200,000 4,247,000,000 1946 _____ _ 40,000 16,000,000 27,703 ,000,000 
1926 ...... 14,000 3 ,800,000 5 ,362,000,000 1947 ...... 46,000 19,000,000 32,795,000,000 
1927 ...... 15,000 4,400,000 6 ,334,000,000 1948 ...... 54,000 21,000,000 38,382,000,000 
1928 ...... 17,000 5,000,000 7 ,896,000,000 1949 ... ... 61,000 24 ,000,000 42,207,000,000 
1929 ...... 20,000 5,500,000 9,011 ,000,000 1950 ...... 66,000 28,000,000 50,91 0 ,000,000 
1930 ...... 20,000 5,900,000 9,828,000,000 1951--.... 73,000 31,000,000 58,057,000,000 
1931... ... 20,000 5 ,700,000 9 ,783,000,000 1952 ...... 82,000 35,000,000 67,845,000,000 
1932 ...... 18,000 5,000,000 8,967,000,000 
U. S. LIFE INSURANCE COMPANIES 
NO . OF NO. OF NO. OF NO. OF 
MASTER CERTIFI - MASTER CERTIFI-
YEAR POLICIES CATES AMOUNT YEAR POLICIES CATES AMOUNT 
1912 ...... 25 12,000 $ 13,000,000 1933 ...... 17,000 5,213,000 $8,912,000,000 
1913 ...... 100 34,000 31 ,000,000 1934 ...... 18,000 5,854,000 9,593,000,000 
1914 ...... 175 67,000 65,000,000 1935 ...... 19,000 6,579,000 10,470,000,000 
1915 ...... 275 122,000 1 00 ,000,000 1936 ...... 20,000 7,397,000 11 ,466,000,000 
1916 ... ... 650 204,000 155,000,000 1937 ...... 21 ,000 8,399,000 12,910,000,000 
1917 ...... 1,500 448,000 349,000,000 1938 ...... 23 ,000 7 ,935,000 12,803,000,000 
1918 ...... 2,000 751,000 630,000,000 1939 .. .... 24,000 9,421,000 14,023,000,000 
1919 ...... 4,000 1,200,000 1,102,000,000 1940 ...... 27,000 11 ,004,000 15,381,000,000 
1920 ...... 6,000 1,700,000 1,636,000,000 1941 ...... 29,000 12,864,000 18,029,000,000 
1921... ... 6,000 1,500,000 1,599,000,000 1942 ...... 31 ,000 13,226,000 19,862,000,000 
1922 ...... 7 ,000 1,600,000 1,847,000,000 1943 ...... 33,000 13,967,000 22 ,961 ,000,000 
1923 ...... 9 ,000 2,100,000 2,469,000,000 1944 .. .... 35,000 14,350,000 24,446,000,000 
1924 ...... 10,000 2,500,000 3,195,000,000 1945 ...... 37,000 13,068,000 22,770,000,000 
1925 ...... 12,000 3,221,000 4 ,299,000,000 1946 ...... 41 ,000 15,543,000 28 ,196,000,000 
1926 ...... 14,000 3,892,000 5,426,000,000 1947 ...... 47,000 18,972,000 33,565,000,000 
1927 ...... 16,000 4,432,000 6,430,000,000 1948 ...... 54,000 21,512,000 39,230,000,000 
1928 .. .... 17,000 5,130,000 8,034,000,000 1949 ...... 61,000 24,301,000 43 ,075,000,000 
1929 ...... 20,000 5,531,000 9,122,000,000 1950 ...... 68,000 30,721,000 52,556,000,000 
1930 .. .... 20,000 5,957,000 9,886,000,000 1951.. .... 75,000 32,433,000 60,327,000,000 
1931.. .... 20,000 5,782,000 9,954,000,000 1952 ...... 85,000 37,106,000 70,636,000,000 
1932 ...... 18,000 5,126,000 9 ,1 09,000,000 
Sources: Spectator Year Book and Institute of Life Insurance. "Totals for ""In the United States" represent 
all life insurance in force on the lives of residents of the United States, whether issued by U. S. 
or forr>ign companies. Totals for "U. S. Life Insurance Companies" represent all life insurance 
in force with U. S. companies whether the policyholders ore residents of the United States or 
of some other country. 
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INDUSTRIAL LIFE INSURANCE IN FORCE 
IN THE UNITED STATES 
(000,000 Omitted) 
NO . OF NO. OF 
YEAR AMOUNT YEAR AMOUNT YEAR POLICIES AMOUNT YEAR POLICIES 
1895 ........ $ 818 1910 ...... $ 3,125 1925 ........ 7.1 $12 ,318 1940 ........ 85 
1896 ........ 884 1911.. .... 3,353 1926 ........ 75 13,803 1941 ..... ... 87 
1897 ........ 992 1912.. .... 3,579 1927 ........ 79 15,078 1942 ... ..... 90 
1898 ........ 1,101 1913 ...... 3,825 1928 ........ 82 16,231 1943 ........ 94 
1899 ........ 1,275 1914 ...... 4 ,011 1929 ........ 86 17,349 1944 ...... .. 98 
1900 ........ 1,449 1915 ...... 4,279 1930 ....... . 86 17,963 1945 ........ 101 
1901.. ...... 1,603 1916 ...... 4 ,617 1931 ....... . 85 17,635 1946 ........ 104 
1902 ........ 1,775 1917 .... ,. 5,026 1932.. ...... 79 16,669 1947 ....... . 106 
1903 ........ 1,953 1918 ...... 5,474 1933 ...... .. 78 16,630 1948 ........ 105 
1904 ........ 2,106 1919 ...... 6,092 1934 ........ 79 17,036 1949 ...... .. 107 
1905 ........ 2,278 1920 ...... 6,948 1935 ... ..... 81 17,471 1950 ........ 108 
1906 ........ 2,414 1921 ...... 7,633 1936 ... ..... 83 18,863 1951... ..... 109 
1907 ....... . 2,536 1922 ...... 8,486 1937 ........ 85 20,104 1952 ........ 111 
1908 ........ 2,635 1923 ...... 9,618 1938 ........ 85 20,396 
1909 ........ 2,918 1924 ...... 10,905 1939 ....... . 85 20,509 
u. s. LIFE INSURANCE COMPANIES 
(000,000 Omitted) 
NUMBER OF NUMBER OF 
YEAR POLICIES AMOUNT YEAR POLICIES 
1900 ................. ....... 11 $ 1,469 1927 ........................ 82 
1901 ........................ 12 1,641 1928 ........................ 86 
1902.. .... .................. 14 1,807 1929 ....... ................. 89 
1903 ........... ............. 14 1,978 1930 .................. ...... 89 
1904 ..... .................. . 16 2,136 1931 ........................ 88 
1905 ... ........ .... ......... 17 2,310 1932.. ........... .. ......... 83 
1906 ........................ 18 2,454 1933 ..... ................... 82 
1907 .... ......... ........... 19 2,577 1934 ........................ 82 
1908 ........... ............. 20 2,669 1935 ........................ 84 
1909 ...... .................. 22 2,968 1936 ........................ 87 
1910 ...... .... ........ ...... 23 3,177 1937 ........................ 89 
1911 ........................ 25 3,42~ 1938 ........................ 88 
1912.. ...................... 27 3,709 1939 ..... .. ................. 88 
1913 ........................ 29 3,977 1940 ....... ................. 87 
1914 ........................ 31 4,164 1941 ....................... . 89 
1915 ........................ 33 4,428 1942 ........................ 92 
1916 ........................ 36 4,811 1943 ......... ............... 96 
1917 ............... ......... 39 5,223 1944 ........................ 101 
1918 ......... ...... ... ...... 42 5,703 1945 .......... .............. 104 
1919 ........................ 47 6,607 1946 ....... .... ....... ...... 108 
1920 ..... ................... 50 7,190 1947 .... .............. .... .. 110 
1921 ........................ 54 8,006 1948 ......... .. ............. 108 
1922 ........................ 58 8,887 1949 ........................ 110 
1923 ................... : .... 63 10,107 1950 ........................ 111 
1924 ........................ 68 11 ,344 1951 ............... ..... .... 113 
1925 ........................ 74 12,824 1952 ........... ........ ..... 114 
1926 ................... ..... 78 14,187 
44. 
AMOUNT 
$20,866 
21 ,785 
22,856 
24,874 
26,474 
27,677 
29,306 
30,406 
30,827 
31 ,983 
33,337 
34,833 
36,448 
AMOUNT 
$15,548 
16,686 
17,902 
18 ,287 
18,275 
17,265 
17,154 
17,651 
18,297 
19,464 
20,591 
20,986 
21 ,140 
21 ,344 
22,280 
23,346 
25,571 
27,048 
28,497 
30,247 
31 ,493 
31 ,816 
32 ,982 
34,391 
35,893 
37,559 
Sources, Spectator Year Book and Inst itute of Life Insurance . Totals for " In the Un ited States" represent 
all life insurance in force on the lives of residents of the United States, whether issued by U. S . 
or foreign co mpan ies. Totals for " U. S. Life Insurance Companies·· represent all life insurance 
in force with U. S. companies whether the policyholders are residents of the United States or 
of some other country. 
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45. 
all three of these types have been broadened to cover people 
who have ph~sical impairments or hazardous occupations. 
Heretofore, these people could not qualify for insurance, but 
extra-rate life insurance has made protection available to 
them. Most o:f the extra-rate life insurance is written under 
the ordinary plan, but some is written under the other two 
types. At present-, though, the total amount of extra-rate 
life insurance in force amounts to bnly six percent of all 
li~e insurance in force. 
~ Types ~ Policies 
Participating and non-participating policies. One 
of the first distinctions that should be made concerning the 
policies is that of participating as opposed to non-parti-
cipating policies. 
Under participating policies the insured is charged 
a premium rate somewba t greater than the anticipated cost of 
providing insurance under normal conditions. Any inequity in 
the pr.emiums charged may be corrected by a refund to the pol-
icyholder, in the form of a dividend based on other actual 
experience, together with an estimate of future trends. 
The dividend represents the portion of the premium 
not needed by the company to cover it's operating expenses, 
to be set aside forpolicy reserves, or to be set aside for 
possible contingencies. The premium less the dividend is 
the yearly net coat to the policyholders. 
In a non-participating policy, the only oppor-
tunity to distribute costs is in the original gross prem-
46. 
ium quoted. This quoted premium is what the companv esti-
mates it will need to pay for the cost of providing inauranae. 
Since the premium rate ,charged is actuallv the eost to the 
policyholder, the expense loading must be more closelv de-
termined for premium purposes than is necessary on a part-
icipating policy. 
Individual policies are available to the public 
on the ordinary and industrial basis. As the name signi-
fies group policies are issued to a group of at least fi~ty 
people. Concerning individual policies, there are onlv 
three major types; namely, the term policies, whole life 
policies and endowment policies. There are, however, var-
iations of the se three types, as well as several types of 
policies developed to meet special needs. The three basic 
types and a few of the special types of policies will 'be 
considered. 
Term Policy 
Term insurance provides only temporary protection. 
The insurance c ·ompany will pav a stipulated sum upon the 
death of the insured, provided death occurs within a spec-
ified period or term of years. Usuallv the term agreed upon 
is from one to ten years, but a longer term is available. 
The insured does not rec~ive any money if be outlives the 
period. A term policy generally contains a renewal priv-
47. 
ilege, which entitles the policyholder to renew the polio~ 
at the end of the term of years for which the policy was 
re-
issued. This newed term policy will call for higher prem-
iums than the original policy to compensate the company 
for the higher age of the insured. The policy may not be 
renewed after the policyholder reaches a specified age of 
56, 60 or 66. Also, the number of renewals are limited. 
term policies are in almost every case convert-
ible; tbat is, it may be converted into some other form of 
policy witho~t medical exaimination. This requires the 
payment of the higher· premium required for the new policy. 
The conversion should be made as soon as the polio:vholderat 
budget will allow. because of the fact that the older the 
insured is, the greater the premiums for permanent policies. 
This type of policv has the lowest premium rate 
of any life insurance policy. It also allows the person to 
secure the greatest protection for a given ,mm. It's main 
disadvantage is that when the term ends and the insured is 
still alive, he can obtain no money for the premiums paid. 
Whole Life Policies 
Whole life insurance exists in two main forms 
which are, ordinary life and limited-payment life. The 
main difference between the two is the length of the prem-
ium-paying period. Ordinary life insura nee is the most 
common f~rm of life insurance sold. It gives lifetime pro-
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tection for the insured and his family. This type of policy 
requires the paying of premiums as long as the insured l ives. 
Also , the amount of the policy is paid whenever the death 
occurs instead of a stipulated term as is contracted for in 
term insurance. 
There are several advantages to this t y:pe of in-
surance polioy. It furnishes the greatest amount of per-
manent insurance for the lowest annual premium. This is 
important when the insured dies, but there is another ad-
vantage which applies while the insured still lives. The 
insured may stop paying premiums on the policy and re-
ceive a cash surrender value. The policy reserve held for 
the policy is available for this purposet or the insured 
may borrow on his policy from the reserve. 
Limited-payment life is similar to whole life 
insurance in that it provides lifetime protection. The 
difference is that the payment of preiums is limited to a 
certain number of vears, 10,20,30. After this period is 
over the policy still remains in effect for the rest of 
the insured's life. If the insured dies before the per-
iod is over his beneficiary receives the full aaount of 
the policy. Obviously, the premium rate will be higher 
for this type of policy than for an ordinary life policy 
because the premium paying period is limited. 
Thiaplan of insurance is beneficial to the person 
who wants lifelong protection, and yet avoid paying premiums 
for a limited number of years. Limited payment policie s, be-
cause of the high premiums, build a high cash value that the 
policyholder may borrow against or receive if he surrenders 
his policy. 
Endowment Insurance 
This type of policy is a contract that promises 
payment of the full amount of the policy upon the death of 
the insured within the endowment period, or in case of sur-
vival to the end of the period. The premium rate is higher 
for this type of policy tban far a whole life policy of the 
same amount because of the savings feature involved. The 
person buying the endowment policy selects the date on which 
payment, 
he wants to receive/the premiums may be paid until the 
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maturity date or for a shorter period, as the insured desires. 
Endowment policies contain the privileges of 
borrowing on the policy or receiving cash far the surrender 
of the policy. Due to the higher premium rates the cash 
surrender value will be larger than for other t'Y'fS· s of 
policie a. Thi;s type of policy is very good for a per son 
who wants to accumulate a definite amouht of money for .some 
future use, such as paying off a mortgage, buying a home, 
retirement of the inSlred, starting a business, or provid-
ing a college education for his children. The endowment 
policy stresses investment and savings, rather than pro-
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teotion, but contains an element of each. 
The proceeds from an endowment poliov may be re-
ceived in a lump snm or in the form of a lifetime income from 
the date of maturity. These are the leading types of life 
insurance policies. Table VIII will compare the premium 
rates for the types of policies discussed in the previous 
paragraphs. 
Special types of Policies 
Jtanv variations of the basic policy forms have been 
developed. A few of these variations will be discussed. Mod-
ified life policy is a type of poliov designed for the man 
who temporarily cannot pa~ the premium of an ordinarv life 
policy. Por a limited period, say the first five veara, the 
insured can pay, under this plan, one-half the annual prem-
ium rate that must be paid after the limited period. This 
reduction is compensated for, by the requirements of higher 
premiums from that time,than would be required under an ord-
inary life policy. 
J!lor example, if a policyholder has a policy that 
requires an annual payment of $50, under this plan he would 
pay $25 for each of the first five :v·eare, and after this 
period would be required to pay a higmr premium to compen-
sate for the lower premium payments of the previous period. 
Pamily Inoome Polioy 
This policy combines two t ypes of protection. Part 
of the policy is permanent and in the form of ordinary li:fh 
insurance. The other part of the polic y, whi ,ch is temporary, 
is a decreasing term insurance, lasting for 10, 15, or 20 
years from the date of purchase. This is called the family 
period. For example, under this plan a $10,000 15 vear 
famil y income policy,provides that if the insured dies 
during entering the contract and the 16 year period, the 
family will receive $100 a month unti 1 the fifteen year 
period from the date of acquisition has ended. Then the 
$10,000 of permanent protection will be eitmr paid in 
a lump sum or in installments as income. 
If the insured survives the :ftlmilv period, the 
policy becomes an ordinary life policy for $10,000. Prem-
iums would be cheaper after the family period ends•. 
Joint Life Policy 
Polici·es of thi :s sort are purchased by two or 
more persons, and provide f 'ar pa)'[Il·ent to the survivor on 
the death of the other party. However, upon the death of 
one of the insurees, the survivor is not longer insured. 
A type of contract that should be considered en-
tirely by itself is an annuity. An annuity is a contract 
by which the insurer in consideration of a certain period 
of stipulated premiums, either in a lump sum or in a cer-
tain number of fixed installments, promises to pay to 
the annuitant, beginning at a specified date, a definite 
income as arranged. Life i•come annnities are of great 
benefit to people who may outlive their earning ~riod and 
need a steady income fo:r tbe rest of their lives. 
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Annuities are available to the public on an indiv-
idual and a group basis. Individual annuities are purchased 
by one person to provide him with an income. Group annui t-
ies are handled just like group insurance. A master con-
tract is issued to an employer and certif1eates are issue 
to the employees. Generally tbe cost of the plan is ::"shared 
by the employer and the employee. Death benefits are alwavs 
at least equal to the employee's contributions. If, after 
an enployee has reached a specified age, or he has worked 
a specified number of years, he leaves his employer, e is 
entitled to the annuity benefits purcbaeed by the employer's 
contributions. 
The annuity agreement is based on the idea of a 
group of people getting together and sharing risks. Insur-
ance companies issue these contracts to thousands of annui-
tants and in their experience know approximately how many 
in a group will be alive at the end of each year, and the 
amount of annuity payments for each member of the group. 
There are several classifications of individual 
life annuities. A brief discussion of these classifications 
will be sufficient to cover the most important points. A 
straight life annuity pays an income to an annuitant as long 
as he or she lives, but no payments are made to anyone after 
his or her death. Because of the risk-sharing principle men-
tioned above, the unused part of the annuity in the event 
of a premature death of an annuitant, pays to other annuitants, 
benefits until their own death. 
A life annuity with installments certain, in-
volves no such life contingency, and is payable for a 
specified period of years, whether or not the annuitant 
survives. ~he annuitant, however, receives an income for 
the length of life. An installment refUnd annuity pays 
to the annuitant an income as long as he lives. If he 
dies, however, before the total income received equals 
the purchase money, income pa~ents go to his beneficiary 
until the total income payments do equal the purchase 
money amount. 
A Cash Refund Annuity pays to the annuitant an 
income for life. If he dies before the total of the in-
come payments received is equal to the total of the pur-
chase money, his beneficiary receives the balance in a 
lump sum. 
Under any of th,e type a of annui tie a the income 
is paid monthly, quarterly, semi-annually or annually. 
Under some annui tie a the im orne begins soon after the con-
tract is purchased, but other annuities specify that the 
income will start some years later on a maturity date 
chosen by the annuitant. 
Values .Q! Life Insurance Policies 
The level-premium plan of insurance, which is 
in effect today, has been explained previously. Because 
under this system a policyholder pays premiums which 
were more than were needed to pay claims in the earlier 
years, a fUnd of assets was built up with which to meet 
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claims in later years. It seems onl~ natural that if he 
withdraws from his polie~ contract he should be entitled 
to this accumulation of assets out of premiums paid by him. 
Today, all legal reserve life insurance companies 
recognize that each insured has an interest in the reserves. 
The companies are required by law to provide certain priv-
ileges to the insured if he decides to cease payments on 
his policy. These are called non-forfeiture values. The 
policyholder has a choice among these non-forfeiture values 
after his policv has been in effect for a few years. Al-
though companies often pay more than required minimum values, 
the minimum values that have to be provided are prescribed 
by law in many states. 
In considering non-forfeiture values, the cash 
value is the basic type. However, the withdrawing policy-
holder may wast some continued protection, and therefore 
there is provided a choice between extended term insurance 
and paid up insurance. In some instances, fourth type of 
value called automatic premium loans is provided. 
Cash Value 
If the policyholder decides to stop paving the 
premiums on his policy the cash value is the amount that 
will be paid to him, providing his policy is not a term 
policy covering only a few vears. This value is guaran-
teed as required by the law in his contract. 
There are a great many reasons for a person 
wanting to surrender his policy. These reasons, for the 
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most part fall under the heading "'changed insurance needs," or 
"hard times calling for cash.• 
Another aspect ·of the eash value is that ordinary 
life policies contain a policy loan provision, Which allows 
the policyholder to borrow any a·mount up to the cash value 
of the policy. This provision is very beneficial in some 
oases where family finances are squeezed, but not enough to 
warrant discontinuing the policy. 
The loan would have to be repaid to the inau.ranm 
company with a nominal rate of interest. The loan can be 
paid back in a lump sum or in installments. However, if 
upon the death of the insured, the loan is still outstand-
ing, the company will deduct the unpaid balance and interest 
from the proceeds of the policy. This amount• to borrowing 
from the company with the polic y serving as collateral. 
Extended Term Insurance 
If ,the insured stops paying premiums on his whole 
life or endowment policy and wants to continue the face 
amount of insurance protection as long as pSssible, he can 
use the surrender value of his policy to buy extended term 
insurance. He would then get continued protection for the 
full face value of his policy, but for a limited time. 
The time is limited by the cash value of the pol-
icy, which is used as a single payment to buy this extended 
term protection. As in any term insn.rame, if the insured 
di ea during the period covered, the beneficiary re cei vee 
the face amount of the policy. 
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Paid-Up Insurance 
If the insured decides to stop paving p~miums on 
his present policy, and desires permanent insurance without 
having to pay further premiums, th.e cash surrender v al.ue of 
his policy can be applied to a paid-up policy for a reduced 
amount, The amount of paid-up inscrance he can receive this 
way is dependent upon the amount of the eash value of his 
old policy. Because no fUrther premiums are paid, the amcnnt 
of paid-up insurance will be less than the original policy. 
Automatic Premium Loan 
This provision is sometimes included in ordinary 
polici·es to help policyholders as an emergency measure. The 
• 
automatic premium clause permit a the use of the cash surr-
ender value of a policy as an automatic loan. The policy-
holder can make arrangements to have the insur.anoe company 
pay automatically any premium that is not paid when thev 
~re due. These premiums will be charged as loans against 
the policy to the extent of the cash surrender value. 
Thus, the policy is kept in force until the total 
loan against the policy is equal to the cash surrender value. 
At this point the policy terminates without any :further value. 
Principal Needs that Life Insurance Fulfills 
and servic.es Rena:ez:ed to Policyholders. 
s. B. Ackerman says tha.t life insnrance was oneof 
the earliest branches of insurance to be developed, for tbe· 
reason, that •it helps the continuity of the family life of 
civilized me."* The mere quotation of one sentence seems to 
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discourage anyone from attempting a thesis subject as I am 
endeavouring. The myriad of tangible and intangible effects 
on the national economy, make it not only intriguing but 
outright complexing. One of the basic units to study would 
be the family and there are a great many needs that life 
insurance meets for families.* 
Cash for Final Expenses and Readjustment 
If the insured die a, the family will probably be 
plagued by certain inescapable debts such as doctor billa, 
hospital bills, funeral expenses, unpaid taxes and other 
outstanding obligations. 
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These expenses usually have to be pai·d immediately. 
a 
Also, a family needs certain period of readjustment until 
some other arrangements can be made far securing imome. 
The proceeds of a life insurance policy, either in install-
ments or in a lump sum would aid the family in such a sit-
uation. 
M~intenance of Home and Family 
A widow with children would be greatly aided by 
receiv i ng a definite aaount of money each month because she 
is probably solely responsible for raising the family. 
Provisions should be made for assuring the widow of an in-
come during her remaining lifetime after the children all 
grown. A life insurance policy on the mal of the family 
with provisions for installment or income pa vment a to tbe 
surviving widow Wl uld solve these needs. 
Income for Old Age 
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Everyone is interested in retiring from business 
someday, and a regular guaranteed income can be of great 
assistance to a person who retires. There are certain types 
of insurance that allow a person to accumulate a sum~ that 
is returned to him when he reaches a certain a ge. This type 
of insurance makes it possible for a person to live comfort-
, 
ably after he retires or is unable to earn an income. 
Education of the Children 
Most parents desire to have their children go to 
college. Ordinarily, the death of the head of the family 
would deprive the children of this opportunity, but if he 
had made special plans through a life insurance policy this 
need not occur. 
Payment of the Mortgage 
The head of the famil y may make sure that the 
family will not lose the family home because of failure to 
repay the mortgage, by arranging for suoh pa'VUlent with the 
proceeds of a life insurance policy in case the insured 
dies. In addition to the ab·t)ve-mentioned family needs 
fulfilled by life insurance, there ar.e several principal 
business needs and services that can be met through lffe 
insu:mnce. 
Partnerships 
A partnership formed by two men may be going 
along very well until oneof the partners dies. The re-
presentavive of the deceased partner's estate may ask 
that his share of the business be paid to the estate. 
The surviving partner, in order to do this, may have to 
close up business or find a new partner to supply finan-
cial aid. This difficulty ,could be avoided if the part-
ners would take out a life insurance policy repreaenting 
each partner's interest in the business. In the event 
one of the partners die, the surviving partner would re-
ceive the face amount of the policy on the deceased part-
ner. He would therefore, be able to pav the deceased 
partner's share of the business to his estate. 
Corporations 
Many corporations insure the lives of their key 
men because these men a7e very important to the success 
of the corporation. The corporation estiaates the value 
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of each man that they consider a key in their operations, and 
since the corporation has an insurable interest in the party, 
it is legally entitled to the proceeds in the event of the 
death of the particular key mah. 
Policy Proceeds ~ Taxation 
Although nearly a~l ordinary life insurance pol-
icies provide for policy proceeds to be paid in a lump sum, 
more ordinary policies of $1,000 or more, and most group 
life insurance certificates have provisions called optional 
settlements for payment of policy procetdsto the insured or 
the beneficiary. There are three common settleme-nt options, 
These options include interest payments, installment payme~s, 
or annuity income payments. 
60 
Interest Payments 
The choice can be made to have to hold the policy 
proceeds by the company and pay interest at a guaranteed rate 
to the insnred or the beneficiary. The payments can be for 
a number of years or for life. Usually arrangements can be 
made to allow withdrawals from the principal sum. Also, 
arrangements can be made to have some other person or organ-
isation designated as beneficiary, and have the remaining 
principal paid to the beneficiary. 
Installment Payments 
Provision can be made to have the company make 
regular payments of each check for equal amounts until the 
fund is used up. Interest would be added to the money re-
maining to be paid out. The insured can stipulate equal 
payments of a specific amount or equal pavments to last a 
certain period of time. Also, provision can be made to 
allow the beneficiary to collect the discounted value of 
the remaining payments in one final payment. 
Annuity Income 
Ordinary life insurance policies, in moat oases 
provide for the option of annuity income settlements. The 
several kinds of settlements as discussed previoualv for 
regualr annuity policies apply to the ordinary life policies. 
The annuity income settlement give s the annuitant, or 
payee, a fixed income regularly as long as he or she lives. 
The receipt of polic~r proceeds may be affected by the Fed-
eral Income Tax Law, the Federal Estate Tax Law, and the 
Federal Gift Tcx Law. 
The Federal Income Tax 
The underlying rule is that paymehta of polio~ 
proceeds to an insured during his lifetime are not consid-
ered to be income unless the amount received exceeds the 
amount of premiums paid by him,less the dividends received 
by him. Any excess is subject to the provisions of the law. 
Upon the death of the insured, if the principal 
amount is paid to the beneficiary, no income tax is payable 
unless the amount is allowed to remain on interest in the 
insurance company. In that case, the interest received by 
the beneficiary is considered as in·come. On the other hand, 
if the money is paid under one of the settlement options, 
any excess paid over the face amount of the policy is not 
taxable under the Federal Income Tax Law. 
Under annuity contracts, any amount received by 
the annuitant in excess of ~ of th·e premiums paid for the 
contract is tazable. Any amount received in excess of 
the consideration paid for the annuity must be included 
in gross income. 
The Federal Estate Tax 
Under this law up to $60,000 of a deceased's 
estate is exempt from taxation. The ~ount of every pol-
icy in which the deceased had an incidence of ownership, 
whether the policy was payable to the estate or a named 
beneficiary, has to be reported in the estate. Policies 
taken on the life of the deceased by his wife, however, 
are not included in the estate. 
The Pederal Gift Tax 
•. · 
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This law pertains to gifts, including life in-
surance, made by an individual. It actually places a tax 
upon the transfer of property by gifts at a rate that is 
approximately threefourths of the corresponding estate 
tax rate. There is an annual exemption of ~3,000 of gifts 
made to any person during the year. Also, there is a life-
time exemptiln of ~30,000, which is similar to the ~60,000 
exemption uader the estate tax law. 
The Federal Gift Tax Law provides that even though 
a gift tax was already paid, any gift of life insurance made 
after ~anuary 1, 1941, has to be included in the estate 
of the insured in proportion to the total ~emiums paid on 
the policy by the insured. 
Thus, if the deceased paid one-half of the prem-
iums on a policy, and the person who received the policy as 
a gift, paid the other one-half of the premiums, one-half of 
the face amount of the policy would have to be included in 
the deceased's estate for purposes of this law. 
As delineated in this chapter, the product of 
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life insurance fUlfills many individual, family and business 
needs. The security of the home and business are necessarily 
stabilizing factors for the whole economy, and since the pro-
ceeds of the product are variable in character, and the life 
iBsurance oomp~nies are the medium through which the pro-
duct is handled, it is of importanve that both the companies 
and the insnreds must be aw-re of the ever changing needs 
whether they be of a personal or of a business ..nature. 
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IV The Distribution of the Life Insurance Product 
Organization of the Field 
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An organized sales force in the field is necessary 
because applications for insurance rarely come unsolicited, 
but have to be secured by the efforts of soliciting agents. 
Also, an organized sales force is essential because branch 
offi ces and general agencies can serve as information and 
service bureaus for the policyholders. 
There are two principal systems of field organ-
ization used by the life insurance companies. Thev are the 
general agency system, and the branch office or direct 
agency system.* 
General Agency System 
Under the general agency system, general agent s 
are appointed and granted franchises of exclusive represent-
ation of the company in a specified territory. These men 
operate under contracts with the company, which set forth 
the rates of commission they will receive on all business 
received in their respective territories. The general 
agents are responsible for the acquisition of new and the 
maintenance of old business, the organization and sup er-
vision of a good sales force, and the maintenance of an 
agency office with office personnel. 
Some companies leave the business of collecting 
premiums in the hand of the general agents, while other 
companies provide for the collection from the home office, 
or through a separate salaried force of the company working 
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under the direction of the general agent. 
The general agent may relv chiefly on his own 
efforts to secure new business, or he ma y emplov agents 
and spend his time principally in the capacity of agencv 
executive. The general agent makes his own contracts 
with the agents, but usually the contracts must be approv-
ed by the home office. 
Under these contracts, the general agent agrees 
to pay to the agent, specified net commissions from the 
gross income commissions to which the general agents is 
entitled under his contract with the home office. He re-
ceives as profit, the difference between the commissions 
he is entitled to, and the commissions he agrees to pay 
to the agents. Also, he rece i ves commissions on his own 
personal business. 
The Branch Office or Direct Agency System 
According to this system, the company operates 
branch offices in various localities under the direction 
of salaried managers acting as representatives of the com-
pany in the field! The branch manager is paid a salarv 
which i s independent of production, and may receive addi-
tional remuneration in the form of commissions on bus-
iness personally received. 
He may also participate in a bonus plan depend-
ing on the amount of new business produced. The branch 
manager is responsible for employing and supervising new 
agents for his territory. These agents, in comparison to 
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the general agency system, are under direct contract with the 
company, and operate under company policy. All expenses of 
the branch office are regulated and paid by the company. 
The company usually appoints a cashier in each 
branch office who is responsible for carrying out the routine 
duties connected with the daily transactions of the pusinees 
such as collection of premiums and the keeping of office records 
and accounts. He relieves the manager of many routine duties 
and responsibilities. 
Comparison of the two Systems 
The general agency system gives the individual gen-
eral agents a degree of authority and latitude of operation 
which is very similar to the relations existing between a 
wholesaler and an independent distributor. The general agents 
have the anthority to employ and supervise his agents and 
office staff according to his own desires and judgment. This 
results in a decentralization of company operations. 
The branch office system, however, because of the 
nature of the branch managers' contract, has a more intimate 
relationship. The home office takes a more active part in 
the direction and control of field operations. This results 
in centralized authority and cnntrol by the agency department; 
with the multitude of advantages that are inherent in such 
an organization. 
Under both systems the home o~fice, through it's 
agency department, supervises the agencies or branch offices 
to the end that, the y efficiently and faithfull y perform 
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their duties in the beat interest of the company. The agency 
department, however, has lees work to do in supervising gen-
eral agencies then, in co~nnection with branch offices, be-
cause the general agencies represent decentralized operations. 
Actually, the impo'rtant differences between the 
two systems are: The branch manager receives a salar~, his 
office expenses are paid by the company, and the agents he 
appoints are agents of the company; whereas, the general 
agent is paid on a commission basis, he pays his own office 
expenses, and the agents he appoints are known as sub-agents. 
The t ,wo systems are very similar in that the rates 
of commission and cost to the company are about equal, and 
fundamentally both do the same work in the field. 
The Internal Organization of General Agents and Branch Offices 
The internal organization of both the general 
agency and the branch office is divided functionally into 
two major departments: 1. Production and service 2. Account-
ing and ,general office routine." 
The production and service department is respon-
sible f or maintaining a sales organization through select-
ing, training, and supervising agents; producing an ample 
and considerable volume of business; and keeping old bus-
iness. The accounting and office routine department i s r e-
sponsible for collect ing premiums, keeping records , turn-
ing over funds to the home office, handling correspondence, 
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attending to claim settlements, and all bookkeeping and 
accounting procedures. 
Marketing Life Insurance 
67. 
As has been explained above, life insurance is 
mainly sold through agents operating under the general 
agency system or the branch office svstem. Personal sales-
manship is of the utmost importance. Life insurance is 
sold on the basis of the individual meds of the pros-
pective buyer. 
The agent has to make the prospect recognize 
his definite needs for life insurance. The agent bases 
his sales presentations on the principle of satisfving 
a prospect's needs for financial security for himself 
and protection for his dependents. The personal needs 
that l i fe insurance fulfills have been detailed in a 
previous chapter of this thesi s . 
There are two principal methods of selling life 
i nsurance on the basis of needs. One method is to select 
one specific need for life insurance, and then concentrate 
on selling a simple plan of life insurance to the indiv-
iduals to whom it applies; the second method is to con-
struct an individual life insura.nce program to fit every 
principal need a prospect has for life insurance, within 
the limits of the prospect's means. 
The agent determines the prospect's needs, and 
constructe a life insurance program which will answer these 
needs, arranged according to the prospect's abilitv to pay 
the premium. 
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Not only is personal salesmanship important, but 
also advertising by all methods is used to bring to the 
attention of the public the services and strength of the 
inaividual companies in order to create demand. The var iou s 
methods of advertising used by life insurance companies may 
be classified as follows:* 
.1. Publication media--newspapers, magazines, farm 
papers, business papers, and 
trade journals. 
2. Radio broadcasting, and television. 
3. Outdoor displa:vs, including billboards and carcards • 
. 
4. 1)irect mail and circu.lars. 
5. Other sales promotional literature including folder-s, 
booklets, circulars, blotters, 
mailing cards and literallv hun-
dreds of other means of promotion. 
Most of the advertising in recent :vears stresses 
the tangible and the intangible benefits to the individuals, 
their beneficiaries, their communit:v and their nation, instead 
of the negative approach of inciting fear to the prospective 
buyers. 
~ Insurance Purchases 
Americans bought more new life insurance in 1952 
than ever before. The new purchases totaled $34.4 billion 
and they were made up of 29 million individual policies. 
This wa• the seventh year of sustained high level buying 
on progrewsively new approaches utilized by the business. 
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The 1962 total WijS triple that for the year 1940. 
Charts VIII and IX illustrate the ownership of life insur-
ance by number of policyholders, and the average amount 
owned per policyholder. Another illustration by Chart X, 
with respect to the selected types of long-term savings of 
individuals,will show the tremendous influence exerted by 
the business with respect to the total savings of the aver-
age citizen. 
The reason for this tremendous increase in buv-
ing for the twelve past years is the fact that personal 
incomes have increased all over the country since the end 
of both World War II and the Korean War. Another factor 
is the reduced value of the dollar, in that more income 
benefits are needed to accomplish certain goals today, 
then were needed ten years ago. 
During this period of growth of life insurance, 
all forme of thrift have gained. But in the years &nee 
the end of World War II, policyholders' funds in life 
insurance have risen 63% to a total of $61 billion, while 
the increase for the other major types of long-term 
savings combined, have increased only 36%. In 1952, life 
insurance policyholders' funds represented over 30% of 
the aggregate of the major types of long-term savings.* 
All types of life insurance have grown, though 
group life insurance has increased at the greatest rate, 
up some 245% in the past ten years. In the late 1930's 
*4-p6 
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CHART 3 
1952 
group protection represented about one-tenth of total lifie 
insurance in force; now it accounts for one-fourth of the 
total life insurance in force in the United States.* 
Characteristics of the Purchasers of Life Insurance 
At the end of 1952, there were 88 million persons 
in the United States that owned life insurance, nearly nine 
times the 1900 total. This large ownership brought the 
total at the end of 1952 to $276.6 billion, which was near-
ly 37 times the 1900 total of life insurance in force. 
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This in itself is an excellent example of the 
increased confidence in the stability of the industry, which 
in effect stabilizes the whole economy. We must constantly 
keep in mind that this unsurpassed growth has taken place 
in spite of such adverse factors as the ealamitv of an un~ 
precedented depression, several severe recessions, and two 
World Wars. 
Life ownership in the United States has been anal-
yzed in relation to family characteristics; income, occup-
ation, locatioh, size and numerous other factors in the 
1952 survey that was conducted by the University of Michi-
gan for the Federal Reserve Board.** 
In this survey, covering life insurance ownership 
in 1951, it was shown that 77% of all families owned some 
type of life insurance. Ownership was shown to differ wide-
ly with varying family characteristics. The differences 
appear to relate primarily to the income status. It was 
shown that 93% of families with incomes of $6,000 or more 
\re lif\*insurance owners; 85% of those in the $3,000 to 
_,_ 4-p9 4-pl3 
72. 
$4,000; 60% of those in the $1,000 to $2,000 inoome bracket. 
The average annua l premium payment ranges from 
$65 among insured families i n the under $1,000 inoome 
braoket to $660 for those earning $7,600 or more. Owner-
ship of life insurance, however, did not vary as widely 
by occupational groups as the size of premium payments. 
In that respeot, the managerial group showed 
a 92% ownership; self-employed, 86%; and professional, 84%. 
Clerioal and sales workers showed an 86% ownership, skilled 
and semi-skilled, 84%. Unskilled workers reported a 71% 
ownership. :rarm operat ora showed 66%,. and retired persons 
were listed with a 60% ownership. 
This partieular breakdown becomes very significant 
when it is realized that the widening ownership of life i n-
surance, increases the capital funds made available to the 
whole economy, and this in turn adds it's impetus to all seg-
ments of business and industry. Subsequently, it becomes 
increasingly obvious that the life insurance business wields 
an enormous social and economic impact in the stability of 
the nation. 
Another important aspect with respect to ownership 
is in terms of location. Jlamilies in metropolita.n areas 
showed an 84% ownership of life insuTanoe; those in cities 
with a population between 60,000 to 600,000 an ownership 
of 83%; those in cities and towns of 2,500 to 60,000, an 
ownership of 81%; and those living in open oountry , 61%. 
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FAMILY CHARACTERISTICS 
AND LIFE INSURANCE OWNERSHIP 1951 
%OF %OF 
ALL FAMILIES 
FAMILIES INSURED 
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22 
20 
13 
13 
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25 
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28 
13 
100 
46 
60 
76 
85 
91 
93 
93 
77 
68 
84 
85 
81 
73 
56 
77 
86 
79 
69 
74 
77 
OCCUPATION OF 
FAMILY HEAD 
Professional 
Managerial, Self-Employed 
Clerical, Sales 
Skilled, Sem i-Skilled 
Unskilled 
Farm Operator 
Other 
All Famili.es 
NUMBER OF 
CHILDREN IN FAMILY 
None 
1 
2 
3 
4 or more 
All Families 
TYPE OF 
COMMUNITY 
Metropolitan 
Cities 50,000-600,000 
Cities & Towns 2,500-50,000 
Towns Under 2,500 
Open Country 
All Families 
AVERAGE PREMIUM PAYMENTS 
(Premium Paying Families) 
% OF 
ALL 
FAMILIES 
7 
11 
13 
30 
13 
9 
17 
100 
53 
18 
15 
7 
7 
100 
31 
18 
17 
18 
16 
100 
AVERAGE 
PREMIUM 
PAYMENT 
OCCUPATION OF 
FAMILY HEAD 
AVERAGE 
PREMIUM 
PAYMENT 
AGE OF 
FAMILY HEAD 
$ 55 
60 
90 
115 
160 
190 
560 
160 
Professional 
Managerial, Self-Employed 
Clerical, Sales 
Skilled, Semi-Skilled 
Unsllilled 
Farm Operator 
Other 
All Families 
$290 
335 
150 
130 
90 
115 
110 
160 
18-24 
25-34 
35-44 
45-54 
55-64 
65 or over 
All Families 
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%OF 
FAMILIES 
INSURED 
84 
88 
86 
84 
71 
66 
63 
77 
73 
84 
86 
83 
70 
77 
84 
83 
81 
73 
61 
77 
AVERAGE 
PREMIUM 
PAYMENT 
$ 75 
130 
175 
190 
215 
145 
160 
Source, Survey of Consumer finances conducted for the federal Reserve Board by the Survey Research 
Center of the University of Michigan . This survey of U. S. families cover.~d all types of life insur-
ance, including national service and fraterna.J. "Family" in the above table means a .group of 
persons living in the same dwelling and related. by blood, marriage or adoption, who pool their 
incomes for their major items of expense. In some .instances a family consists of only one person. 
TA~LE 8 
Market Stability and Potential 
The recent social emphasis on provisions for old 
age, the necessary provisions for stiff inheritance taxes, 
the needs for life insurance protection among corporations 
and partnerships, and other developments have given birth 
to an extraordinarily wide variet y of contracts which the 
life insurance business offers to aall forms of economic 
activity. 
It took the life insurance business eightv-odd 
years,prior to 1929, to achieve ~100 billion of insurance 
in force, and another 19 vears to reach '200 billion, but 
now in only five years since 1948, the figures have gone 
to $300 billion of life insurance in force. Payments to 
policyholders and beneficiaries will total ~4 billion 
$400 million, and increase of ~250 million over 1952. 
All other relative data and pertinent figures 
relating to the growth of service of this vital business 
represent increases in the same proportion. There can 
be no such thing as the end of the road in such a vol-
untary social service as life insurance. New millions, 
the living and the unborn, are to demand existing ser-
vices, as well as other services not yet devised. 
Chart XI illustrates the familv life insurance 
related to the famil y income . Table XI illustrates the 
family characteristics and life insurance ownership as 
of 1951. Both of these statistical tools illustrate, far 
better than the listing of facts and figures, the unden-
iable fact that most people, whatever their economic or 
75. 
social status, are affected by the continuous prosperit y , 
growth and stability of the l ife insurance industry. 
THE Stabilizing Effect 2ll Men, Women, and Business 
76. 
In referring to the large volume of assets, amount-
ing t o more than 73 billion dollars at the end of 1952 for 
all Uni ted States companies, it must be stressed that the 
major mission of the life insurance companies is to meet 
the needs of its policyholders in providing for the contin-
gencies of life and of death. In order to do thi s the 
funds entrusted to the companies must be securely and sat-
isfactorily invested. 
Since the industry has demonstrated it's ability 
in the past to perform to the letter of the contract, it is 
safe t o say that the exertion of it's own policies does 
affect the lives and economic well-being of all. The stab-
ill t y of the business guides the securit y of the individuals 
that have faithfull y invested their savings in it. 
One of the most serious questions that life in-
surance policyholders have had to face in the last decade 
has been the effect of inflation on their plans for meet~ 
ing their responsibilities t o their families and for their 
own old age. others have argued on both sides of the ques-
tion whether the total amount of life insurance in force 
in the United States had kept and is keeping pace with the 
depreciation in the dollar. 
There are many things t o consider in trving to 
answer that question in any conclusive way. In addition to 
77. 
the serious depreciation in the dollar, we should take into 
account auoh matters as growth in population and the increase 
in family formation, to get a total impression of the facts. 
It has been estimated that in 1952, the average 
amount of life insurance own.ed per family was only a little 
more than one year's average income. In considering this 
average figure, a very modest figure, it is well to remem-
ber that from 1940 to 1952, the total life insurance in 
force in the United States increased by 161 billions of 
dollars----from 115 billion to 276 billion. 
When we deal with these huge aggregate figures 
and then break them down into averages, we are liable to 
forget that the individual's protective plans for the 
fUture are not determined by averaging his affairs with 
the affairs of others. What we must think of is that 
over 88 million policyholders have arrived at a conclusion 
that it is necessary to be covered by insurance, and the 
trend has been increasing by leaps and bounds. 
Table XII reveals the average size policy ih 
force for the United states Life Insurance Companies. 
Chart XII illustrates the percentage of income put into 
life insurance premiums with respect to the age of the 
family head for 1951, and finally Chart XIII breaks 
down the life insurance in force on the lives of men, 
women, and children. 
----- --- -------- -------
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AVERAGE SIZE POLICY IN FORCE 
U. S. LIFE INSURANCE COMPANIES 
GROUP INDUS- COM- GROUP I NDUS- COM-
ORDINARY CER- TRIAL BIN ED ORDINARY CER- TRIAL BIN ED 
YEAR POLICY Tl FICATE POLICY AVERAGE YEAR POLICY TIFICATE POLICY AVERAGE 
1900 ........ $2 ,233 $131 $ 595 1927 ........ $2,398 $1,451 $189 $ 765 
1901__ ______ 2,153 133 598 1928 ________ 2,419 1,566 194 793 
1902.. ___ ___ 2,085 134 596 1929 ________ 2,431 1,649 200 817 
1903 ________ 2,049 135 599 1930 ________ 2,437 1,660 204 842 
1904 ___ _____ 1,999 136 601 1931__ ______ 2,408 1,722 207 854 
1905 __ __ ____ 1,967 137 594 1932 ________ 2,342 1,777 208 854 
1906 ________ 1,943 138 580 1933 ________ 2,253 1,710 210 826 
1907. _______ 1,933 137 567 1934 _______ 2,186 1,639 214 814 
1908 ________ 1,922 136 562 1935____ ___ _ 2,156 1,591 218 813 
1909 ________ 1,916 138 550 1936 ........ 2,144 1,550 224 814 
1910 _____ ___ 1,899 138 547 1937 __ ____ __ 2,158 1,537 232 827 
1911__ ______ 1,901 139 556 1938 ________ 2,150 1,614 237 839 
1912 ...... .. 1,907 $1 ,083 139 553 1939 ________ 2,131 1,488 240 848 
1913 _____ ___ 1,892 912 135 538 1940 ________ 2,109 1,398 244 861 
1914 ________ 1,887 970 134 534 1941__ ______ 2,076 1,402 249 872 
1915 ________ 1,862 820 134 529 1942 ________ 2,067 1,502 254 884 
1916 ________ 1,860 760 135 531 1943 ________ 2,066 1,644 266 907 
1917 ________ 1,896 779 135 537 1944 ___ ___ __ 2,070 1,704 269 921 
1918 ___ _____ 1,891 839 136 543 1945 _____ ___ 2,082 1,742 274 931 
1919 ______ __ 1,950 919 140 571 1946 ________ 2,117 1,814 281 980 
1920 ________ 2,003 963 144 620 1947 .. ______ 2,1 54 1,769 288 1,022 
1921... ..... 2,060 1,066 148 628 1948 _______ 2,182 1,824 295 1,080 
1922 ________ 2,105 1,154 152 639 1949 ________ 2,212 1,773 299 1,103 
1923 ________ 2,156 1,176 159 660 1950 ________ 2,265 1,711 309 1,150 
1924 ________ 2,230 1,278 166 687 1951___ _______ 2,302 1,860 318 1,207 
1925 ___ _____ 2,283 1,335 174 711 1952 ________ 2,368 1,904 328 1,265 
1926 ________ 2,355 1,394 182 742 
Sources: Spectator Year Book and Institute of life Insurance . 
TABLE 9 
V The Location and Size of the Life Insurance Business 
Statistical Analysis 2! ~ Life Insurance Business 
The size of the life insurance inqustry was char-
acterized by the title of an article in an issue of the New 
Republic Magaiine, entitled nlnsurance is Supra-Business.n* 
The truth of the above mentioned characterization 
can be probably substantiated by studying some of the sta-
tistics of the life insurance industry. At the end of 1952 
the total amount of life insurance in force in the United 
States was $276.6 billion. 
This figure can be broken down in the amounts of 
the three main tvpes of insurance available, namelv, group 
life insurance which totaled 67.845 billion dollars; ord-
inary life insurance, which totaled 172,298 billion dollars; 
and industrial life insurance, which totaled 36.48 billion 
dollars. 
Chart I shows how the amount of life insurance 
ownership in the United states has grown since 1914. An-
other indication of the size of this industry is the fact 
that as of mid-year 1952, there were 794 legal reserve 
life insurance companies in the United States. These com-
panies were distributed throughout the United States as 
shown by the map atop of Table I in chapter I. 
A medium-sized company would also have from 60 
to 100 branch offices and agencies. Life insurance com-
pany assets at the end of 1952 amounted to more than 
$73.375 billion. This figure is nine times the total 
*17-pl3 
so. 
assets of thirt:v years ago. Chart II indicates the distri-
bution of assets of United States Life Companies, and Chart 
III illustrates the percentage distribution of assets of 
all United States Life Companies. These assets are actuall y 
life insurance dollars at work, earning dollars until the:v 
are needed for benefit payments. 
As compared to this tremendous total of assets in 
the life insurance business, 14,687 banks in this country 
had only $55.6 billion in time deposits, as reported in the 
Federal Reserve Bulletin.* 
The life insurance industry in the United States 
employs 371,500 full-time personnel.*• (As of December 31, 
1953) This number of emplo:vees is about equivalent to the 
total number employed by the United States Postal Service, 
or in the light and power industry. 
In the course of taking in mone y for premiums and 
holding it until it is to be paid out in losses, an insur-
ance by-product has come into being. It is the operation 
81. 
of insurance company as investing institutions. This aspect 
of insurance company operations is approaching the point Where 
many persons feel that the importance of insurance companies, 
especially life insurance companies, as institutional invest-
ors exceeds their importance as risk-combining agencies.*** 
Although it is true that for the economy the risk-
taking function of insurance companies in general still is 
*20-pl029 
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the more important one, the significance of these companies 
in the field of capital fo rmation and investment cannot be 
overlooked. Insurance companies have grown greatl~ in re-
cent years. The Armstrong Investigation in New York, 1905 
and 1906, recognized for the first time in our financial 
hLst ory the great power of insurance companies in the in-
vestment markets. This investigation was conducted under 
the leadership of Charles Evans Hughes, and was concerned 
primarily with life insurance companies. 
In sheer asset size alone, insurance companies 
are of great importance to the economv. The Metropolitan 
Life Insurance Companyof New York, owns a s sets o~ ~bout 
$12.3 billion, and is the largest corporation in the 
world. The total assets of the 380 largest legal-reserve 
life i nsurance compa.nie s doing busine as in the United 
States exceed $60 billion. 
When this figure is even measured against the 
national debt you will concede that this is a lot of monev. 
For comparative purposes, fire insurance companies have 
assets of between $6 and $7 billion, · and casualty and 
surety companies hold assets between $5 and $6 billion. 
Life insurance companies today, are investing 
funds at the rate in excess of $1 billion a month. Tre-
mendous problems arise with such an available source of 
investment. Insurance company investment departments 
find it increasingly difficult to invest large sums of 
84. 
mone~ at interest rates sufficiently high to support their 
rate structures. The influence on the economy of such a 
potent supply of investable funds is a problem equally great. 
One group of political leaders feel that this 
second problem has reached such proportions that more control 
should be exercised over the investment functions of insur-
ance companies as a means to help inflationarv and deflation-
ary pressures. Some insist that regulation by a federal 
agency, similar to the Securities and Exchange Commission, 
is the answer. 
These people are convinced that regulation for 
the purpose of assuring solvency should not be the sole 
objective of public oo,ntrol over insurance company invest-
ments. Such investments, so the argument goes, must be 
regulated toward the end of maintaining a stable economy. 
The evidence, as yet, seems very incomplete.* 
A few other facts and figures about the life in-
surance business will assist in showing the size of the 
companies that comprise the industry. Some of these facts 
are: (1) the ineome of the companies comprising the indus-
try in 1952 was over $13 billion; (2) 88 million policy-
holders paid in over $9.8 billion in premiums; (3) death 
benefits exceeded $1.8 billion, with living benefits, 
which included matured endowments, surrender benefits or 
values, disability payments, annuity payments and policy 
dividends exceeded $2.3 billion, for a total benefit of 
*2-p614 
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over $4.146 billion for the year of 1952; operating expenses 
of the industry amounted to $2.8 billion. 
The life insurance i ndustry is becoming so large 
financially through it's investment of billions of dollars, 
it ha s had a tremendous effect on the stabilitv of the whole 
economic picture. Through it's stabilizing characteri stics 
it undoubtedly will tend to affect the whole econom~ in a 
similar vein. 
Some states have inaugurated a premium tax on a 
graduated basis. States like Colorado and Texas claim that 
there has become a severe withdrawal of funds from these 
state s to other states like New York, Pennsylvania, and 
Massachusett s . An example of this is claimed by the state 
of Colorado, which desires new industry, but claims that 
new industry is stifled because' of a shortage of capital 
in the state. They substantiate the claim with a figure 
of twenty millions of dollars being taken out of the state 
annually through life in:surance premiums.* 
TWELVE Kaj or COMPANIES 
There are t welve major companies in the life insur-
ance industry. Of these twelve the largest and most impor-
tant in the life insurance business is the Metropolitan Life 
Insurance Company. 
The largest company i n the world is the Metropol-
itan Life Insurance Company , with it's home office located 
in New York. The company emplo~s 48,000 men and w o~en~ 
with a field force of over 28,000 men and women , providing 
*16- pl3 
86. 
87. 
more than 1,000 district offices throughout the United States 
and Canada. At the end of 1953, there was in effect over 
$56 billion of life insurance in the Metropolitan Life Insur-
ance Company. Their assets totaled over $12.31 billion, and 
the obligations were $11.59 billion, leaving as surplus a 
fund of $716 million.* 
It's assets represented more than the combined wealth 
of the Pennsylvania R.R.Co., General Motors, u.s.steel, and 
E.I.Dupont de Nemours.** 
It owned over $8.4 billion worth of bonds, made up 
of Industrial and commercial bonds $4.1 billion; u.s. & Can-
adian Government bonds $1.8 billion; Public Utilitv bonds 
$1.6 billion; Railroad bonds $666 million; and last, but not 
least municipal bonds $65 million.*** 
The $12.31 billion represented an increase of $719 
million over 1952. At the end of 1963, the major part of the 
Company's assets were gainfully employed through loans to 
business and industrial enterprises, to home owners, and 
to farmers. Certain tests that were applied to substanti~e 
the investments, including suoh items as safety of invest-
ment~ reasonable interest return, diversifioation by t~pes 
of investment and geographioal areas. Such diversification 
is evidenced by the fact that the Metropolitan Life has 
over 25Q,OOO separate investments in varying amounts.**** 
*12-ppl5-18 
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How Government Regulation and Inspection Contribute s 12. the 
strength of !a! Life Insurance Business 
Today, regulation and inspection of the insurance 
business is accepted and desired by all legitimate compan-
ies. They recognize its occasional irritations and misuses 
as well as downright abuses in some past instances. 
Regulation and inspection protects not onlv the 
public but the companies as well. It is the protection of 
the companies against unfair competition and against out-
throat practices. Despite its irritations, duplications, 
ss. 
and expenses, regulation and inspection is considered to be 
beneficial to the well-managed companies and extremal v detri-
mental only to those that are poorly managed or might better 
be termed "bonanza• type companies. 
Regulation and inspection is looked upon as pro-
tecting the public by setting an acceptable standard of 
solvency and by reducing the number of failures through 
weeding out undesirable or unsound insurers. Moreover, 
it serves for the public as a quasi-court. 
The insurance department or commissioner of the 
respective state can often adjust difficulties between com-
panies, agent, and third parties by pressure of official 
position, thus eliminating the necessity of highlv expen-
sive litigation. 
Most of all, regulation .and inspection is favored 
by business itself because of the public confidence it builds. 
Thus, in reality, regulation and inspection serves as favor-
~ble publicit y for the life insurance business.* 
*5-pp672-673 
Government Controls and It's Effect on Financial Policv ~--~---- ~~~~ --- ---- -- ~~~~~ ------
It is ver~ apparent that life insurance should 
be subject to government regulation. The reasons for the 
n•eessity of governmental regulation of the life insur-
ance business are: the size of the business and it's ever 
increasing importance, the huge sums of monev involved, 
the large number of persons whose interests as polio~ 
holders and stockholders are affected, and the possibility 
of unscrupulous practices being used bv dishonest oper-
ators to the detriment of the whole business. 
·Federal versus State Control 
The larger life insurance companies carr~ on a 
nation-wide business, and must observe the statutory re-
quirement s of each state in whioh the~ operate. This is 
very burdensome to the companies because the laws of the 
various states concerning life insurance, while having 
generally similar provisions, contain sufficient differ-
ences to cause inconveniences to the companies. 
State supervision, with it's maze of laws and 
regulations, is an expensive proposition. Some of the 
other reasons stated in favor of federal regulation are: 
fewer conflicts in rulihgs on the same subject matter 
would be likely to arise, examination procedure would be 
simplified and uniform, and greater flexibility in prac-
tices to enable the companies to meet changing economic 
conditions. 
89. 
Just as there are advantages to a federal s~stem 
of regulation there would be accompanying disadvantages. 
The following serious drawbacks would follow from the adop-
tion of federal supervision. First, poor legislation would 
affect more companies if this legislation were enacted by 
Congress than if enacted by the various state legislatures. 
Second, a centralized system would not be able to cope with 
purely local problems because of the remoteness of the fed-
eral authorities from the local scene.* 
Until 1944, the life insurance .companies had not 
been subject to the federal restrictions that affect the 
operations of most of the major industries in this countr~. 
For the previous three-quarters of a centur~ the courts had 
consistently held that insurance was not commerce, and there-
by not subject to the .regulatory powers of the federal court. 
Therefore, the companies did not have to be con-
cerned with the Clayton, Sherman, or Robinson-Patman Acts, 
and continued their operations under the supervision of the 
separate states. 
In 1944, the Supreme Court handed down the decision 
that insurance is Interstate Commerce. The life insurance 
industry tried to fight this decision, and by throwing i~s 
weight behind bills that were introduced in Congress which 
would nullify the action of the Supreme Court, they were 
able to obtain a compromise bill that was passed by Congr ess 
and signed by the President. 
This compromise legislation stated to the effect, 
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that because the continued regulation by the various states, 
of the life insurance busine ss , was in the public interest, 
the business would not be subject to the Sherman Act,(except 
the coercion, boycott, and intimidation provisions), the 
Clayton Act, the Robinson-Patman Act , or the Federal Trade 
Commission Act, until January 1, 1948. 
After that date the industry would be subject to 
these acts to the extent that the business is not regulated 
by state law. 
This action required a new set of rules and reg-
ulations for the insurance business. The revision of the 
legal framework of all the states into a pattern that would 
meet with the requirements of the compromise legislation, 
and the definition of insurance as commerce took a long 
time and a wealth of patience to comply. 
State Regulation 
In nearly all state s there is a separate agencv 
called the State Insurance Department. This department 
is under the supervision of an individual called the in-
surance commissioner, or the superintendent of insurance, 
who is usually appointed by the governor of the state. 
The powers of this department cover the follow-
ing activities: the examination of insurance companies, 
the incorporation of domestic companies, the licensing of 
companies, reserves of the companies, the investments of 
the companies, the cost o~ doing business, the forms of 
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the policies, the regulation of rates, acting as custodians 
of the deposits of the companies, and the investigation of 
complaints and licensing of brokers and agents. 
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The insurance commissioner has the power to examine 
the accounts and records of the companies. Usually the state 
laws provide for periodic examinations at intervals of not 
less than three years. He also requires the companies to 
submit annual reports o~ their transactions for the calendar 
year.* 
In most of the states, life insurance companies 
may be incorporated under the general statutory provisions. 
However, a stock company is required to provide a definite 
minimum amount of capital if it is to be incorporated. In 
the case of organization of a mutual company, a guarantee 
fund, as well as a certain amount of available business for 
the company is required before the company can transact 
business. 
Before a company can transact business in a state 
it must be granted a license by the insurance commissioner. 
This applies to companies organized within the particular 
state as well as to companies organized in other states. 
These licenses are usually issued annually, but in some 
oases these licenses are issued to continue unless and 
until renewed., with the power of revocation in the commission-
er. 
As was stated earlier in this thesis, the re-
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serves of a l i fe insurance company are very important. The 
state laws describe the basis of computing the reserve s on 
a policy by naming the table to be used by the companies 
in computing the reserves. 
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In order to preserve the financial safety of the 
companies, certain laws have been directed at limiting the 
expenses of the life insurance companies. These laws pertain 
usually to the expenses of all departments except the claim 
department. Limits may be set on the expense of acquisition 
of new policies. 
Although the states may not all require completely 
standard policy forma, standard provisions are always required. 
The laws require that certain of these standard provisions 
appear in certain policy forms. The life insurance companies 
are regulated by the states, insofar as the amount of premiums, 
by the requirement that certain tables for computing reserves 
be used. The state may also regulate the payment of dividends 
by mutual life insurance companies to their policyholders. 
Life insurance companies are required tu deposit a 
certain amount of security with the state in which it operates. 
This fund is for the protection of claimants and creditors of 
the companies, in the event the company should fail. The 
state insurance departments usually have the power to sit in 
judgment in disputes between life insurance companies and the 
policyholders. 
Life insurance agents are required by law to be 
duly licensed by the state insurance departmert before they 
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can represent a life insurance oompanv. In many states, a~nts 
must pass certain examinations given by the insurance depart-
ment in order to be licensed. Severe penalities are usuall~ 
assessed in oases where persons fradulently act as agents 
without being granted licenses. 
All these controls affect the financial policy of 
the insurance companies through the restrictive regulations 
that are enforced by the respective states. 
State and Pederal Taxation 
Life insurance companies are subject to both federal 
and state taxes. The companies are subject to income taxes, 
real estate taxes, payroll taxes for unemplovment compensation, 
and misoellaneious taxes to pay for the cost of state super-
vision of the companies. 
State and local taxes 
Among the taxes paid by the life insurance companies 
are taxes on propert~ owned bv them. These taxes are the same 
for the insurance companies as for any other o ~ner of property. 
Life insurance companies, like any other employers,make per-
iodic contributions for unemployment insurance purposes to 
the various sta tea. Usually life insurance agents who work 
on a commission basis alone, and whose hours of work are not 
n 
controlled by the company hadling their business, are not 
covered under the unemployment laws. 
Some states subject life insurance companies to 
an annual license fee. Some municipalities tax life companies 
in the same manner. Nearly all of the states coll.e ct periodic 
license fees from life insurance agents. Frequently, the 
company will reimburse the agents for this expense. Taxes 
are levied by some atateaon the premium collected by com-
panies operating in those states. These taxes applv to both 
the first year and renewal premiums. Foreign eompanies are 
subject to these premium taxes in some cases. 
other fees and charges that are collected from 
life i nsurance companies in most states include the follow-
ing: fees for filing annual statements; fees for the adver-
tising of the company' a financial oondi tion bv the insur-
ance department of the particular stat ea; and the expense 
of the periodic examinations of the companies bv the state 
auditors of the state insurance department. 
Most states impose income taxes on the l ife in-
surance companies . However , the states that collect income 
taxes from the companies do not charge the companies on 
premiums, or else allow the companies to deduct the prem-
ium taxes from the income taxes, with the result that only 
a relatively small amount of income tax is owed. 
Federal taxation 
Prior to the passage of the Federal Revenue Act 
in 1921, life insurance companies paid a federal income tax 
on tne same basis as other corporations. Since that time, 
federal income taxation has been restricted to investment 
income. In this case, investment income refers to interest .. 
dividends, and rents, and excludes gains from the sale, re-
demption or payment of securities. On the other hand, losses 
resulting from such transactions cannot be deducted to deter-
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mine the next taxable income.* 
Chart XIX on the next page illustrates the taxes, 
licenses and ~ees paid by the United States Life Companies, 
with a comparison made between 1947 and 1952. The net tax-
m 
able investment incoe far the life insurance companies was 
computed in the following manner prior to 1942. Deductions 
from the gross amount of all interest, dividends and rent a 
received, were allowed for; tax exempt interest; 3.75% o~ 
the average amount for the year,of all policy reserves re-
quired by law; two percent for reserves for future de~erred 
dividends; expenses of investment; real estate taxes; de-
n 
preciation; interest paid on any debts; divideds received 
on stocks of companies that are subject to a federal income 
tax. 
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It was decided by Congress that the 3.76% deduction 
~or reserves was too liberal, and in 1942 Congress reduced 
this reduction. Even after this reduction,the life insur-
ance companies have been able to save thirty to ~orty million 
dollars in taxes each year.** 
Effective in 1947, a new plan to tax earnings o~ 
the insurance companies was put into e~fect. The chart 
illustrates the enormous increase in federal income taxes, 
in tbat for 1947 this item onl'V' tota.led 23 million dollars, 
whereas in 1962, this item totaled 126 million dollars. 
The life insurance companies are pa'V'ing certain 
miscellaneous taxes to the ~ederal government. These taxes 
include stamp taxes on the transfer of stocks, bonds, and 
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deeds. Unemployment taxes and excise taxes on communication 
facilities are another sizable· it em. Also, as has be en men-
tioned in a previous section, the proceeds of life insuran~ 
policies are sometimes subject to federal tax laws . 
The total taxes, licenses and fees paid by the 
United States life insurance companies was $345 million for 
the year of 1952. This was more than $200 million over the 
tax bill for the year 1940. Some of the gigantic figures 
that made up this $345 million dollars included, $125 million 
for federal taxes, $146 million for state premium taxes, $32 
million for real estate taxes, $15 million for Federal Social 
Security taxes, with the remaining taxes, licenses and fees 
amounting to a total of $27 million. 
As one can judge from these facts and figure s , the 
life insurance industry contributes a great deal to the sta-
bility of the national economy through payment, not only of 
municipal and state taxes, but increasing federal taxes, 
following revisions of the formula used to determine these 
levies, so that it bas become a very lucrative and stable 
income for the internal revenue collectors. Above all, we 
must remember, that any contribution by such an industrv, 
alleviates in proportion the general taxation that is ass-
essed the public. 
This phase of the life insurance industry dollar 
will become more evident in the years to come, for the bus-
iness has more than kept pace with the prosperitv of the 
nation, and justifiably shares in the costs that must be 
borne by all, and the nature of the business enables the 
local, state and federal governments to expect a stable and 
secure source of revenue in the form of taxes, fees, and 
miscellaneous assessments on the insurance industrv. 
Organization ~ the Leader 1a ~ Business 
THE Metropolitan Life Insurance Company is a 
mutual organization which is owned bv it's policyholders, 
who benefit from the earnings both directly and indirectl:r. 
The direct benefits are in the form of dividends and the 
indirect benefits are gained through a reduction of prem-
iums. 
The company has a staff of 33 senior officers, in-
cluding 10 vice-presidents, seven second vice-p~sidente, 
and nine third viae-presidents. This staff of officials 
direct, as was stated before, over 48,000 men and women.* 
There are eighteen main departments including 
Investments, Insurance Relations, Law,Medical, Ordinary and 
Industrial Insurance, Personnel, Secretary, Pacific Coast 
Head Office, Canadian Head Office, Health and Welfare, 
Group Insurance, Field Management, Economist, Coordination, 
Claims, Actuarial, Accounting and Auditing, and Accident 
and Health. 
The Board of Directors consists of a Chairman, 
and twenty-two members. Among these members are some of 
the most prominent men in the business world, including 
Lucius D. Clay, Robert V. Fleming, Philip D. Reed, and 
Amory Houghton to mention a few. From these facts it is 
evident that the Metropolitan Life Insurance Company is 
a very complex organization. 
* 18-pp81-87 
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VI Organization of the Life Insurance Business 
Tvpes of Companies 
In the United States there are two basic t vpes 
of life insurance companies, namely, stock companies and 
mutual companies. 
A stock life insurance company, like any other 
corporation is one that is owned and controlled by stock-
holder s who subscribe the necessarv funds t o launch the 
business, and who share in the profits or losses that 
the company may be subjected. 
The purpose of this type of company is to earn 
profits for it's stockhol·ders who have contributed to the 
capital structure. Such companies usuallv issue non-part-
icipating policies, that is to say, policies without div-
idends to policyholders, but the y mav issue participating 
policies, or may issue both types if the laws of the states 
in which they operate are in accordance with this tvpe of 
structure. 
Some of the outstandi ng features of this tvpe of 
organizatioh: (1) Articles of incorporation, the number of 
shares and the par value of each share, and the proposed 
powers of the corporation must be filed with the proper 
state official and other legal formalities must be in 
conformity with the state law. (2) Stockholders cannot be 
assessed for additional capital if the premium income is 
not sufficient to pav all the losses. (3) The st ockholders 
control is exercised bv the election of a board of directors 
100. 
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who select officers and managers. 
A mutual life insurance company is one whi ch is 
organized by an association of perso ns who are policyholders. 
In this type of organization the policyholders, rather than 
the stockholders, own the company. For the most part, mut ual 
life insurance companies i ssue nnly participating policies, 
but these policvholders are not members of the c ompanv a nd 
have no voice in management . 
A few of the more outstanding features of the 
mutual life insurance companies are as follows: (1) If 
the premiums paid by the policyholders amount to more 
than enough to pay all losses, the remaining portion is 
returned on a pro-rata basis to the policvholders. (2) If 
the mutual companies are small, the policyholders have a 
great deal of control over the officers of the companie s , 
but when these companies become large, the control is in 
the hands of the manager-. 
Since these two t ypes of companies seem t o be so 
different, it would be well to compare their relative merit s. 
The ~mportant points to be considered in this comparison are 
organization, control, and cost. 
In organizing life insurance companies it is nec-
essary to provide funds f or the pavment of organizational 
expenses, and any deposit may be required by law. n t e 
case of a stock company, these funds ar e acquired by sell-
ing stock at a pTemium. A mutual companv collect s only 
premiums from it's policyholders, but these wi ll onl v cover 
claims and current operating expenses . Therefore, the 
special funds needed to cover the expense of organizati on 
must be acquired by voluntary subscription of those launch-
the company or by borrowing money. 
Because of this d i fficulty faced by the mutual 
companie s it is easier to form a new compan~r on the st ock 
basi s.. The stock companie s do not have to locate immed-
iately a large number of persons willing to buy policies, 
and also, funds other than premiums are available to meet 
the necessary expenses. 
After the companies have been in existence for 
several years, this initial receipt of invested capital is 
not as important t o a stock company. Usuall"?' the initial 
investments are very small compared to the liabilities 
of the company. Another thing, the company will have 
accumulated funds to guard against unavoidable and un-
favorable fluctuations in the mortalitv rate, from sur-
plus payments of policyholder s and earnings on invest-
ments. 
Mutual companies after surpassing the initial 
difficulty mentioned, are usually, from the point ~f view 
of the policyholders, more satisfactory than the stock 
companies. The particular and important reason for this, 
is t hat the companv fUnds are actuallv the propertv of the 
policyholders, and the policyholders have a voice in the 
management of the company. 
The second point to be considered is the compar-
ison of the controlling power of the mutual policvholders 
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and the stockholders of stock companies. In this respect, 
there are certatn differences between the mutual and the 
s tock companies. 
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In stock companies, stockholders own and control 
the business, and the polic~holders have no voice in the 
management of the company. Mutual companies are owned and 
controlled by the policvholders . The control of the stock-
holders in a stock company, however, is more direct than 
t hat of policyholders in mutual companies, because the 
holder s of the majority of stock will assume control ; where-
a s , in the mutual organization, the polio :vholders each 
have only a small, individual interest in the companv , and 
thev. are usuall v. spread or l ocated all over the nation. 
There is a similaritY between the two forms of 
companies. Stockholders elect boards of directors or 
trustees who are directly responsible t o them. Although 
it is true that in stock companies polic yholders have no 
voice in management and ma v. find themselves in an unfav-
orable position, this danger is more or less academic, 
because of the very close state supervison to \\h ich a ll 
l ife insurance companies in this countrv operate under. 
Th·e third point of comparison is the relative 
cos t of life insurance in these two t vpeB of organization. 
First of all, the se two tvpes of organization issue to 
their cust ·omers two distinct types of policies. 
Mutual companies, for the most part, iseue par-
ticipating policies, which require (usually) higher prem-
iums than those o'f similar t~e issued by the stock com-
panies. These mutual policies of a participating nature 
are eligible to participate in surplus e~nings. Stock 
companies usually only issue non-participating policies. 
Non-participating policyholders are guaranteed 
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a fixed annual cost which must be as low as safetv permits, 
since no subsequent adjustments by refunds are made to the 
polio yhoJd ers. On the other hand, participating policy-
holders are required to pay premiums which are larger than 
necessary, which gives the mutual companies an added 
margin of safety. 
Generally speaking, annual dividends are made to 
participating policyholders whi (ch cover anv portion of the 
premiums that is not required, in addition to profits which 
may accumulate to the company and declared surplus for div-
idend purposes. Unless unfavorable developments are met, 
these refunds should, over a period of time, result in a 
lower net cost for the participating policvholder. 
The mutual companies account for 65% of the life 
insurance in force, whereas the stock companies underwrite 
35ro of the total. Seventy percent of the life insurance 
in the United States life insurance companies is IBrticipat-
ing; thirty percent is non.~participating.* This is a per-
centage decline for the mutuals, in that in 1949, 7o% of 
the inmrance was accounted for by the mutuals, and 30% was 
underwritten by the stock compani ,es. ** In the same vein, . 
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at that time, the participating percentage was 75% whereas, 
the non-participating percentage was 25%. With the percent-
age decline,in regard to mutuals, there was a corresponding 
decline in the participating policies. 
The significance of this particular advent, in 
the decline of mutuals and a corresponding decline in the 
participating policies, is very important. "Whether the 
trend will continue to be unaltered in the direction of 
stock companies, or stabilize as of the present day, or 
turn once more toward the mutual companies, is verv diff-
icult to forecast, depending on many complex and varied 
reasons. 
Vfuat is the importance one may ask? Well, on 
an objective basis, I believe the mutuals render more 
protection per dollar of premium (net), and this has been 
borne out by the success of the companies that have been 
so organized. The five percent change seems insi gnifi-
oant, until we considered the stake that the people have 
in the industry. 
At the end of 1953, life insurance in f~e in 
the United States legal reserve companies reached the record 
sum of $316 billion.* Por the year 1952, when this per-
formance of the companies reached record proportions, the 
new purchases totaled 134.4 billion, so that when we speak 
of a 5% change in the type of company we must realize the 
amount of insurance premiums involved is tremend ous.** 
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Home Office Organization 
A suitable form of organi zation is necessar~ if 
any business enterprise is to conduct it's affairs in an 
orderly and effective way. Since the actual organization 
differs greatly according to the t~pes of life insurance 
companies, the subject can only be outlined in a general 
manner. 
As in any corporation the original eo,urce of 
authority in the life insurance companies is the board 
of directors or trustees. If the corporation is a mutual 
organ:lzation, the board of directors or trustees is 
elected by , and is responsible to the policvholders. In 
a stock corporation, the board of directors or trustees 
is elected by and is responsible to the stockholders. 
The~e companies organize according to the typi-
cal organizational pattern, with the lines of authority 
moving downward and the line s of responsibilit y moving 
upward. 
There are at least five bases upon which de-
partments are organized: functional, produe.t, territorial, 
customer, and executive interest. Certain departments 
are standard for practically all companies: agenc~, under-
writing, legal, investment, claim, and actuarial or sta-
t! stical. • 
Most insurance companies maintain strong sales 
organizations . Although some insurance is written direct, 
the majority is placed through agents and brokers who re-
port to general agencies , branch o~fices, or home offices. 
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There are a numbe .r of cooperative organizations 
among insurance companies. These organizations are for 
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the purpose of making rates, controlling commissions, stan-
dardizing policies, lobbying, preventing losses, increas i ng 
underwrit ing faci l ities, educating the public and maintain-
ing good public relations. 
The board of directors handlB, s all questions of 
business management and policy. The ordinary powers and 
duties are delegated to various committees. The two most 
important committees are: the executive committee, which 
decides on questions affecting the general methods of 
carrying on the business; and t he finance committee which 
determines the investment policies of the company and con-
trols the investing of the company funds. 
At the head of the organization is a president 
who is elected by the board of directors. He is assisted 
by a vice-president or group of vice-presidents, Who have 
active supervision of the various departments in the company. 
Usually the secretary and treasurer of the companv are 
elected by the board of directors. The different depart~ 
menta that will be found in a typical life insurance com-
pany and the principal duties of each department Wlll be . 
described very briefly. 
The agency department, which is one of the most 
important' is managed usually bv a vice-president t who is 
assisted by one or more superintendants of agents. The 
duty of this department is to secure new business. It has 
charge of all company officesother than the home office. 
This department develops agents in the various states in 
which the company does business. 
handled by the agency department. 
Agents' contract s are 
Also, this department 
prepares literature, such as houseorgans, rate books, and 
educational booklets, for the use of agents. 
The Underwriting Depar·tment 
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The underwriting department has as it's principal 
duty proper selection · of risks. Medical examiiErs are appoint-
ed in various sections of the country to examine applicants, 
and t he reports made on the applicants by these examiners 
must be scrutinized and reviewed. 
The Actuarial Department 
This department makes certain that the company' a 
operations are conducted on a sound :financial basis. The 
actuary calculates the rate of interest and the rate of mort-
ality, ~ich have such a great bearing on the life insurance 
business. Also, he figures the :reserves that must necessar-
ily be held for each policy. This department figure s prem-
ium rates, and publishes tables of premiums for the use of 
the agency department. The department also keeps a statis-
tical record of the mortality experience of the company. 
The LegaJ. Department 
The legal department, which is usuallv supervised 
by the en ief ccnnsel of the company, approves the legal i t~ 
of all form s used in the conduct of ~he company's business, 
such as applications and contracts. The department handles 
all legal phases of the busi ness , such as, determining 
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to whom payments are to be made after careful exami nation, 
searching titles in connection with real estate and mort-
gage transactions , determining the legalit y of bonds tha.t 
t he company wishes to purchase , taking care of the company's 
interests in lawsuits and keeping up-to-date on all legis-
lation affecting life insurance, and making sure the com-
pany complies with the provi sions of laws or rulings which 
apply to the company. 
Another important department is the department of 
policy issue. This department prepares policies in cases 
where applications have bee n approved, and keeps a register 
of policie s issued. The department furnishes other depart-
ments with the details of each policy issued so that the 
departments concerned can make the proper records. 
The accounting department is under the direction 
of the comptroller, and is responsible for keeping a record 
of all receipts and pavments of the company. Also, the 
department has as one of it's most important functions, the 
auditing of the financial statements of the various agencies, 
and the auditing of the books kept at the branch offices. 
The financial department is supervised bv the 
treasurer, has custod y of securities and funds of the com-
pany, ani keeps a record of all :fl: nancial transactions . The 
treasurer, who is usually a member of the finance committee 
1. 
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concerning available investments, the status of the company, 
and the standing of banks in which the company's money has 
been or will be deposit ed . 
The secretary's department is responsible for tne 
proper handling and filing of all correspondence of the com-
pany, and has custody of re cords relating to the policies 
issued. Oftentimes, the department of issue is under the 
supervision of the secretary. Also, the secretarv is the 
recording officer of the board of directors and it' s com-
mittees. 
The educati anal department is respons ible for 
the education and instruction of agents in the various 
complex questions that may arise, also in many life in-
surance companies correspondence courses in special sub-
jects are conducted 
The personnel department has as it's main duties 
the hiring of ne w employees, administering salary sche-
dules, organizing the social and recreational programs , 
fitting employees into the proper job, ard aiding in the 
development of the members of the home office staff. 
This is an overall picture of the organization 
structure of a life insurance company and will not prob-
ably fit as closely to any one individual company. 
Chart IV illustrates a home office structur e 
of a life insurance company. 
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Colleation and Assessment £! Premiums 
An important aspeat of this life insurana e business 
is the manner in whiah the polia~ premiums are assessed and 
aolleated. The premium and collection methods of the Indus-
trial and the Ordinary branch of the life insurance business 
are different. 
The industrial field is divided into districts 
organized on a geographical basis. In less populous areas 
they may cover several small towns; in large cities the v 
ma y cover only one neighborho od . The objective is alwavs 
to form a district whiah wi ll require the smallest amount 
of traveling time, and maintain a high ratio of collections 
per field hour. 
The ordinary field is similarly divided but 
the t:vpe of insurance is that which is written on other 
than a ba s i s of wee kl~r premium-pa'Vlllent s.. I do:dt believe 
the technicalities of the tw o t ypes should be labored, but 
in order to see ju.st how the premiums are fi gured , several 
factors will have to be examined closely. 
The most important t oo l used bv life insurance 
companies is the mort ali tv table. Robert I Mehr defines 
a mortality table as a "statistical compilation of the 
past history of the ratio of deaths to those living at 
each age."* 
Mortality tables are actually records of past 
experience , and theuse of mortality tables necessarilv 
*5-p274 
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involves the expe ctat i on that future experiences will follow 
the same pattern as these past experiences. There are sev-
eral different mortality tables in use , but in most states 
the Ameriean Experience Table of Mortalit v is in general use. 
This table is very old and the mortalit y expe~nce 
has changed somewhat since it's conception. The mortal ity 
tables, regardless of type , wi ll give the number of people 
dying each year out of a given group of policyholders. A 
pertinent factor to be kept in mind is that almost all li~ 
insurance is written under the level premium system. 
This l evel premium syst em is such that a policv-
holder pays the same premium each vear. rather than paving 
highe r premiums as he grow s older. Therefore , under thi s · 
plan t he policyholder pays more in the earlier years, of the 
policy than the cost to the insurance companv of protect ing 
his l i fe at that age. However, this situation is rever sed 
in later years when premiums are insuffi ci ·ent 1m cover the 
cost of protection. 
Legal Reserves of the Life Insurance Business 
Let us now consider the reserve element in life 
insurance and the very important contribution that the y 
make to t he stability of the industry. The additonal funis 
available in the early years, be cause of the premiums being 
more than enough to cover the cost of insurance in those 
year s , are i nvested in various ways. 
The earned interest on the investment of these 
funds is used to help pay claims. Allowance for these inter-
eat earnings is made when computing the premium rates so 
that it reduce s wha~ the policyholders would otherwise 
115. 
have to pay. In setting premium rates the interest cal-
culations are on a compound interest basis. A further dis-
cussion of reserves will be set forth a little later in 
this chapter. 
The cost of insurance should be explained here. 
Yfuen a policyholder dies, sav at the end of the tenth vear 
that his ordinary life poli cv has been in effect, the re-
serve for his policy is not sufficient to pa "" the death 
claim. The deficit is made up from the t otal of the in-
dividual contributions of each policy for this pur pose . 
The sum of money which all must contribute toward the pav-
ment of death claims of the year in order to make up the 
di.f .f erence between the face value of the policie s and the 
r eserves held f ·or the policies becoming death claims is 
the cost of insurance. 
In computing the premium rate on a life insur-
ance dollar the actuary of the company consults the part-
icular mortality table used by his company. This t able 
will enable him· to figure the v olume of death a1aims 
that the company will have to meet. The actuary knows 
how many policyholders fall into each age group and the 
amount of each of their policies. Averv simple example 
will serve t o show the principles of figuring the net 
premium rate.* 
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COMMISSIONERS 1941 STANDARD ORDINARY MORTALITY TABLE 
NUMBER DEATHS DEATHS NUMBER DEATHS DEATHS 
AGE LIVING IN YEAR PER I ,000 AGE LIVING IN YEAR PER 1,000 
I 1,000,000 5,770 5.77 51 800,910 10,628 13 .27 
2 994,230 4,116 4.14 52 790,282 II ,301 14.30 
3 990,114 3,347 3.38 53 778,981 12,020 15.43 
4 986,767 2,950 2.99 54 766,961 12,770 IUS 
5 983,817 2,715 2.76 55 754,191 13,560 17.98 
6 981,~2 2,561 2.61 56 740,631 14,390 19.43 
7 978,541 2,417 2.47 57 726,241 15,251 21.00 
8 976, 124 2,255 2.31 58 710,990 16,147 22.71 
9 973,869 2,065 2. 12 59 694,843 17,072 24.57 
10 971,804 1,914 1.97 60 677 ,771 18,022 26.59 
II 969,890 1,852 1.91 61 659,749 18,988 28.78 
12 . 968,038 I ,859 1.92 62 640,761 19,979 31.18 
13 966,179 1,913 1.98 63 620,782 20,958 33.76 
14 964,266 1,996 2.07 64 599,824 21 ,942 36 .58 
15 962,270 2,069 2. 15 65 577,882 22,907 39.64 
16 960,201 2,103 2.19 66 554,975 23,842 42.96 
17 958,098 2,156 2.25 67 531,133 24,730 46.56 
18 955 ,942 2,199 2.30 68 506,403 25,553 50.46 
19 953,743 2,260 2.37 69 480,850 26,302 54.70 
20 951,483 2,312 2.43 70 454,548 26,955 59.30 
21 949,171 2,382 2.51 71 427,593 27,481 64.27 
22 946,789 2,452 2.59 72 400,112 27,872 69.66 
23 944,337 2,531 2.68 73 372,240 28,104 75.50 
24 941 ,806 2,609 2.77 74 344,136 28,154 81.81 
25 939,197 2,705 2.88 75 315,982 28,009 88.64 
26 936,492 2,800 2.99 76 287,973 27,651 96.02 
27 933,692 2,904 3.11 77 260,322 27,071 103.99 
28 930,788 3,025 3.25 78 233,251 26,262 112.59 
29 927,763 3,154 3.40 79 206,989 25,224 121.86 
30 924,609 3,292 3.56 80 181,765 23,966 131.85 
31 921,317 3,437 3.73 81 157,799 22,502 142.60 
32 917,880 3,598 3.92 82 135,297 20,857 154.16 
33 914,282 3,767 4.12 83 114,440 19,062 166.57 
34 910,515 3,961 4.35 84 95,378 17,157 179.88 
35 906,554 4,161 4.59 85 78,221 15,185 194.13 
36 902,393 4,386 4.86 86 63,036 13,198 209.37 
37 898,007 4,625 5.15 87 49,838 11 ,245 225.63 
38 893,382 4,878 5.46 88 38,593 9,378 243 .00 
39 888,504 5,162 5.81 89 29,215 7,638 261.44 
40 883,342 5,459 6. 18 90 21,577 6,063 280.99 
41 877,883 5,785 6.59 91 15,514 4,681 301.73 
42 872,098 6,131 7.03 92 10,833 3,506 323 .64 
43 865,967 6,503 7.51 93 7,327 2,540 346.66 
44 859,464 6,910 8.04 94 4,787 1,776 371.00 
45 852,554 7,340 8.61 95 3,011 1,193 396.21 
46 845,214 7,801 9.23 96 1,818 813 447. 19 
47 837,413 8,299 9.91 97 1,005 551 548.26 
48 829,114 8,822 10.64 98 454 329 724.67 
49 820,292 9,392 11 .45 99 125 125 1000.00 
50 810,900 9,990 12.32 
This table was compil ed by a committee of the Notional Association of [State] lnsuraAce 
Commissioners . It is based on the experience of life insurance cornponies under Ordinary policies 
for the years 1930-40. The table includes a margin for continqencie• and adverse mortality 
fluctuation•. 
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If a group of 10,000 persons, all age 20, de-
s ired t o insure their lives for ~ 1,000, each under the 
level premium system, the annual pavment per person would 
be comput ed as follows. 
The actuary would refer to a mortalitv table, 
for example, the Commissioner's Standard Ordinary Table, 
which would show that out of 10,000 people aged 20, 2.43 
per 1,000, or about 24 will die before reaching the age 
of 21. Twenty five more will die before reaching the 
age of 22, and so on until everv one of the 10,000 had 
died. 
Under this plan the company would have to pa':V' 
out $24,000 to beneficiaries the first year; $25,000 to 
beneficiaries the second year; and so on until all 10,000 
had died and a total of $10 million had been paid to the 
beneficiaries. 
The number of premium paWJ.ents by the policv-
holders will be 10,000 the first year, 9, 976 the second 
year, _ and so on. By the end of the period during whicll 
all 10,000 policyholders have di ed, 470,458 premium 
payments wi 11 have been made by the group to the company. 
To find the next annual premium paid for each 
of the policyholders, it is onl v nece esary to divide 
the $10 million death benefit payments by the 470,458 
equal payments, which gives the premium of $21.26. This 
example also serves to show how the premium pa 'V!Il ·ents in 
the early years exceed the death benefits that will have 
117. 
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to be paid out in those years. For instance, in the f i rst 
year, death benefi ts absorbed the amount of ~24,000; whereas, 
premium payments in that year amount ed to $212,000. 
Thee.mmple given here is by nece ssit y grestly . sim-
plified. It explained only the computati on of the net prem-
ium rat e . This rate provides ohly enough funds to cover 
the expected mortalit y cost during the years. To the net 
premium figure,an addition must be made to help readjust 
and pr ovide for th ·e operating expenses of th·e company , and 
a fund for contingencies. 
This addition is called loading and is spread 
throughout on a proportionate basis on al.l policie a i sSl ed 
b y the company. The loading added to the net premium gives 
the gross premium rate, w~ich i s quoted in the company 
ra te books. Ther e are five major elements that compose 
the expenses of a life insurance c·ompany. * 
These five elements are, (a·) the cost of obt ain-
ing new business, (b) the expenses of collections or re-
newal premiums, (c) the expense of settling claims, (d) gen-
eral expense s , (e) investment expenses. Another import ant 
i tem that 1nc~ld, because of conservative reasons, be a 
part of the expense loading is a contingency fund to meet 
unfavorable mortality experienoe or deficiencies in expected 
interest earnings. An adjustment must also be made, in that 
a charge must be made to offset the loss resulting from t he 
fact that death claims are paid throughout the year ralther 
than at the end of the year, re suiting in one-half of the 
*5-pp300-306 
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AT BEGINNING 
OF PERIOD 
TOTAl OF DEATH 
BENEFITS PAID 
DURING PERIOD 
CHART 13 
II 
HISTCCY HOLDERS 
ALL T LIFE AT AGE 20 
MORTAit.INUAL PREMIUM $12.49 
This is the story of a group of 1 0,000 people,. ·1nsurance payments to their be.neficiorihes 
• 1 r p1dures t e to pay the same premium each year as loninsurance checks. The ast ~ne b • 
mortality table, and assuming that 2 V2 "'o inferest earnings, and from wh1ch .deat~d ~~~ 
to pay for this protection is $12.49 annuall)entirely when the last benefit IS P01 • 1• 1~ 
operating expenses. The number living at the of $12.49 by each policyholder daret l~sl 
this mortality table, is illustrated in the first r~s to pay all claims. In other w~r ~· ~;e 
year period are shown over the cashiers' wir i~terest earned of $4,123,981 un~g fl. 
from which all death benefits are paid. Until nu payments of $10,000,000 to the en~ 1 
cities illustrate the interest earnings, which alart also shows why life insur~nce c~mpames 
die in each· period, according to the mortalit) meet the obligations to pohcyhol ers. 
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interest on the funds used to pav mortalit'V costs. 
Expense loading is a verv difficult problem be-
cause certain of the above mentioned expense items are in 
variance with the premiums, while other items var v with 
the amount of the policy. Still other expenses, one of 
which is the general administrative expense of the h ome 
office, are the same for each polic'V• 
The methods of l oading are too complicated to 
delve into details, but I believe a general picture as 
detailed above should be sufficient for the scope of this 
thesi s . 
The companies receive premiums in advance and give 
their promise to pa'V future death claims. As has been 
stated before, more than is needed is collected in the 
earlier years of policies, and then certain amounts are set 
aside to meet future death benefits.* ~ en a compan'V pre-
. pares a statment of it 1 s financial position at an:v time, i t 
must show among itjs liabilitie s an estimate of the present 
value of these future liabilities. ~his estimate is called 
the reserve. 
There are state laws which specifv the minimum 
basis of calculating the obliga.t ions to the poli c:vholders. 
These are ver~r often called legal reserves for that reason. 
These laws set standards for soundness and are earmarked 
by the life insurance companies for the fulfillment of their 
obligations to the polic"Vholders. 
The reserve is the amount of money, which, with 
all future premium collections and f t t u ure in erest earnings , 
* 6-pl64 
will be sufficient to pay all f uture policy benefits. I n 
fact , thi s i s the t est of a company's solvency. The amount 
of reserves of a company depends UJOn several fact ors such 
as;* 
1. The t vpe of policv- -premium rates vary f or 
diffe r ent types of policies, such as term, 
endowment, limited pa ~~ent or ordinary life. 
The larger the premium r ate of a policy , t he 
larger will be the avai l abl e reserve. 
2. The amouht of insurance--premiums increase 
proportionately with the amount of i nsurance 
f or the same tvpe of policy. A larger policy 
involves a greater futur e l iability, and there 
must be a proportionat e increase in the r e-
serve to meet t his f uture liability. 
3. The length of time the policv i s in f orce--
the reserve must increase in relation t o the 
length of time the poli ev is in force. 
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4. The age of the i nsur ed--the older a per son is 
when he purchases a policy, the greater is the 
mortalit y hazard, and the premium charged. There-
fore except in the case of term insurance, the re 
must be a different reserve accumulated f or the 
same number of vears a policv i s in f orce for 
an older person than for a vounger person. 
5. The assumed r ate of interest--the higher the 
interest rate assumed, the less it will be ne c-
essary to collect in the form of premiums , f or 
the reason that the i nterest earning will make 
up the difference. 
An important problem facing life insurance com-
panie s i s how t ·o provide sufficient money to me et the ex-
penses and reserves required for the first year of a pol icv 
issued on the annual premium plan. The reason f or thi s 
di fficult y is that commissions and oi;her expense s incidental 
to the issuing of a policy ma~ amount to a verv large per-
centage of the fi rst vear' s premium. 
* 6-pp164-168 
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Therefore, the re is not enough of a balance to set up the 
r equired reserve. If a company is large aid f inancial l v 
capable, it may borrow these expenses f rom the surplus, 
but a young, small company does not have this source avail-
able. 
To avoid this difficulty, all the states now allo 
modifi cations of the fUll net reserve s~stem. The more 
common systems are as described below.* 
1. The preliminary term plan. Under this plan 
every policy is considered in effect to be 
two policies; the first year the policy is 
considered as ter m insurance, and then the 
poli cy goes into effect in it's own name at 
the age of one y-ear higher am for a term 
one year less. No reserve is provided at 
the end of the first ye ar, but as the years 
elapse the reserve catches up t o the full 
reserve . 
2. The modified preliminar~r t erm plan. This 
plan sti pula tee that the full prelimina ry 
plan is allowed onl y far those policies for 
which the Dremium charges is not in excess 
of the premium cha rged for a twent y-pa'Vlilent 
life policy. 
Reserves under endowment and limited 
life policies a.re nece s sari l v somewhat high er 
under the modified plan, and not somuch can 
be borrowed 'for first year expenses. 
Under , this plan only the e:x:ce as above 
the sum of t he pre liminary t erm reserve on 
an ordinary life policv and an amount suff-
icient to provide t he endowment element in 
the contract, mav be borrowed instead of the 
full reserve • 
3. Sele ct and Ult imate Methods. Because mort-
ality table deaths are in excess of a ctual 
deat hs for a pproximately the first five :vears 
of the policy, by reason of medical selection, 
the company is permitted under this plan to 
discount thi s saving in advance by borrowing 
fro m the r e serve . 
*5-pp314-320 
The Effect of Reserves on the Growth and Stabilit v of 
the Nationar-Economy -- ---
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The reserves, surplus, and capital, the so-ca lled 
investable funds of life insuiance companies, amount to 
staggering totals. As the economy of the m tion matures 
the backlog of this tremendous source for capital invest-
ment increases. 
These problems of financial management of any 
of the capital structure of the life insurance busine as 
are interwoven ~ith the economy ani social structure of 
the nation as a whole. 
At the end of 1952, total policy reserves with 
the United States Life Insurance companies reached the 
amazing total of $62.6 billion. It represented 85% of 
the total obligations and surplus funds of the life com-
panie s . Since 1925, for instance, policy reserves have 
increase six-fold, while life insurance in force has 
risen four-fold. The reason f or this is because the 
reserves refle ct not only the increased own9rship of 
policies, but the added age of the older policies, with 
their constantly increasing reserves .* 
The policy reserves in 1952 averaged $290 
per policy ; and about $710 per policyholder. In addition 
to this huge reservoir to the individual polictholder in 
the form of policy reserves , other funds are also ear-
marked for the policyholders' specific use or protection. 
The unassigned surplus of all companies and the capital 
*4-p52 
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of those having a stock interest totaled over $4 billion.* 
In summarizing all the facts and f i gures in t his 
particular chapter, it is justifiable to conclude that the 
life insurance business exerts a tremendous stabilizing 
effect on the men, women and business that depend on it 
for security and protection. Not only to, the degree of 
affording the individual policyholder protect i on t o the 
extent of contractual obligations, but to the economy i n 
increasing resources in terms of billions of dollar s , not 
buried as a dog buries a bone, but put to work until needed 
to pav policy benefits. 
Table X shows the policy reserves of the United 
States Life Insurance Companies from the ve ar 1890 to the 
year 1962. Chart VI shows the obligations and surplus 
funds of the United States Life Companies at the end of 
1962. Chart VII in the form of a map of the rat io of in-
vestments to reserve s up to December 31, 1962, illustrat es 
by a divisional basis , the ext r emes in this particular 
category. 
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OBLIGATIONS AND SURPLUS FUNDS OF U.S. LIFE COMPANIES 1952 
YEAR AMOUNT 
1890 ___ _____ __ _____ __ _________ __ $ 
1891 ___ _____ ___ ___________ __ ___ _ 
1892 _______ _________ __ ___ ______ _ 
1893 _____ _______________ ___ ____ _ 
1894 ___ ___ ____ _____ ____________ _ 
1895 __ __ _____ ______ ____________ _ 
1896 __ ___ -- -- ----·-- ·-- --------1897 ___ _________________ _______ _ 
1898 __ ___ __ ____________________ _ 
1899 __ _________ ___ _______ __ ____ _ 
1900 __ ______ __ ____ __ __ _________ _ 
1901 ___________________________ _ 
1902 __ __ __________ _________ ____ _ 
1903 __ ____________ ____ ____ ___ __ _ 
1904 __ ______ __ ________ __ ___ ___ _ _ 
1905 _______ ___ _____ ___ ___ __ ____ _ 
1906 __________ _____ _________ ___ _ 
1907 _____ _____ ____ __ _______ __ __ _ 
1908 __ _____ _______ __ _____ ___ ___ _ 
1909 __ ___ _____ ____ ________ ____ _ _ 
1910 ____ ___ ____ __ _______ _____ __ _ 
670 
727 
789 
853 
915 
980 
1,048 
1,119 
1,203 
1,322 
1,443 
1,584 
1,738 
1,916 
2,101 
2,295 
2,473 
2,651 
2,829 
3,029 
3,226 
INSURANCE POLICY RESERVES 
C~T 14 
POLICY RESERVES 
U. S. LIFE INSURANCE COMPANIES 
(000,000 Omitted) 
YEAR AMOUNT 
1911 . _________ _____ ____ _______ $ 3,473 
1912 ____________ _____ _________ 3,695 
1913 __ ____ ___ ____ ____ ___ ____ __ 3,934 
1914______ __ _______________ ___ 4 ,166 
1915_____ ___ _____ ________ _____ 4 ,399 
1916_______________ ___ ____ __ __ 4,696 
1917_______ __ ______ ____ _______ 5,033 
1918 ______ ___ ________ ____ _____ 5,407 
1919__ ____ ____ ____ ___ _________ 5,830 
1920__ __ ________ ___ _______ ___ _ 6,338 
1921___________ _______________ 6,903 
1922 ___ _______________ _____ _ 7,449 
1923_____________________ ___ __ 8,130 
1924___ ___ ___ _______ __ __ ______ 8,939 
1925__ __ ___________ __ ____ __ ___ 9,927 
1926___________ ___ ___ _____ ____ 11 ,061 
1927_________________ __ _______ 12,279 
1928__ ____ ____ ______ _____ ____ _ 13,596 
1929_____ ___ ______ _____ ___ ___ _ 14,948 
1930------------------- ------- 16,231 
1931 ___ __ _______ ______ ___ ___ __ 17,384 
YEAR AMOUNT 
1932.._ ___ ____________ ________ $17,839 
1933__________________ ____ __ __ 18 ,077 
1934______ __ ______ __ ____ __ ____ 19,030 
1935__ __ __ _____ __ ___ ____ __ ____ 20,404 
1936__ __ _____________________ _ 21 ,800 
1937______ __ __ ___ _____ __ ______ 23,202 
1938____________ _________ ___ __ 24,495 
1939_____ _________ ___________ _ 25,827 
1940_____ _________ __ __________ 27,238 
1941 ______ ____ ___ _____________ 28 ,945 
1942____ _________ _____ ________ 30,797 
1943 ___ _____________________ _ : 33,049 
1944_____ ________ _____________ 35 ,577 
1945__ _____ ___ ___ _____________ 38,667 
1946___ _____ ____ ___________ ___ 41 ,702 
1947______ _____ ______ __ __ __ ___ 44 ,882 
1948___ __ _____ __ ____ __ _____ ___ 48 ,158 
1949______ _____ ______ __ _____ __ 51 ,498 
1950____________ ______ ____ __ __ 54,946 
1951 ___ ____ _____ ______ _____ ___ 58,547 
1952___________________ ____ ___ 62 ,579 
Sources , Spectator Year Book and Institute of Life Insurance . Before 1947, accident and health busine ss 
of life companies was not included_ Totals include life , annuity, supplementary contract, dis -
ability and accidental death reserves. 
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VII Stability of Emplovment--Home Office & Sales 
Emplovment in the Life Insurance Business 
There were 371,500 full-time personnel in the 
l i fe i.nsurance business in the United ates , an all time 
high for the i ndustrv since its' inception.* Of this 
total, 118,100 were home office employees, 213 ,550 were 
agents or ageno,r heads, and 39,900 were agency cashiers 
and clerks. 
Some comparative statistics to refle ct, among 
other things, the increased us e of machinerv and improved 
methods of the life insurance o-ffi-ce operations, indic-
ate this figure to be an increase of 42% over 1945 when 
261,220 were employed; whereas, the total amount of life 
insurance outstanding increased lODro from 1945. 
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The record of stability o~ emplovment is quit e 
an important factor in the acceptance of employment in the 
industry. The turnover for sales personnel is higher than 
for the office force, but it is much lower for similar 
posi tiona in other industria s. 
Consider these indicative turn-over experiences 
for the manufacturing industry. The source of this infer-
mat ion Employment and Payrolls, U. s. Department of labor, 
Bureau of Labor Statistics, Julv 1953. The total annual 
turn-over for 1948 was 54.8,%, for 1951 53% for 1952 49%. 
One out of two workers in the manufacturing industry 
changes his job each~ar . 
*24-pl 
A re cent surve y in the insurance industry showed 
statistics for the t urnover of salesmen to be 10%, wherea s 
that average turn-over figure for all salesmen i n the ye ar 
of 1949 wa s 17.6%. 
There has been no appreciable change since 1945 
in the ratio of men to women emploved; total personnel 
show s two men ·to one woman. In the homes offices, however, 
fema le employees a ccount for two-thirds of the personnel, 
while among the agents and agencv heads, over 95. of the 
emplo~rees are male . 
128. 
Table XIII shows a breakdown of the total number 
of persons employed in the industrv. The record of the 
insurance indust r y during the unprecedented depression was 
without precedent. Stabilit y of employment,is the most 
important factor that the average person,in all research 
survevs, elects as the motivating force in choice of occupa-
tion. 
~ Wages !!:!'!9:. Salaries ~ 
The personnel employed bv the life insurance bus-
iness mav be grouped into three general classifications; 
agents , profe s sional specialists and executive s , and office 
workers. The agents are sometimes paid a salary and commis-
sion f or the first several months of the vear, and then are 
paid on a commission basis . The professional specialists 
and executives are paid amonthly salarv. The office workers 
receive a weekl y wage. 
LIFE INSURANCE PERSONNEL IN THE UNITED STATES 
HOME OFFICE STAFF 
Men 
Women 
Total 
ORDINARY AGENCY STAFF 
Managers and Assistants 
Men 
Women 
Total 
Full Time Agents 
Men 
Wome n 
Total 
Ca s hiers and Clerks 
Men 
Wom en 
Total 
COMBINATION AGENCY STAFF 
Managers and Assistants 
Men 
Women 
Total 
Full Time Agents 
Men 
Women 
Total 
Cashiers and Clerks 
Men 
Women 
T ota l 
1945 
26 ,700 
53,800 
80,500 
* 
* 
8,000 
55,200 
2,700 
57,900 
2,700 
13,400 
16,100 
* 
* 
14,000 
66,400 
4,400 
70,800 
500 
13,400 
13 ,90 0 
1946 
3 2 . 700 
61,700 
94,400 
* 
* 
9,200 
6 7 ,600 
3,300 
70,900 
3,300 
14,900 
18,200 
* 
* 
15,000 
73,500 
1 ,900 
75,400 
600 
14,000 
14,600 
1948 
35,800 
70, 3 00 
106,100 
11,2 00 
100 
11,3 00 
72,400 
3,500 
75,900 
3 ,000 
16 ,6 00 
19,600 
17, 300 
** 
17,300 -
78 ,600 
1,5 00 
80, 100~ 
800 
15 ,200 
16,000 
1950 
37,500 
71,750 
109 ,250 
12,500 
I 
12,500 
76,750 
3,000 
79, 750 
3 ,250 
18,000 
2 1,250 
19,000 
I 
1952 
37,500 
7 3,800 
111, 3 00 
14,700 
300 
15,000 
74,300 
3 ,000 
77, 3 00 
3,000 
17,500 
20,500 
2o ;8oo 
100 
-9,0.00- 2 0-,-9 00-
84 ,000 
2,000 
86,000 
750 
16,250 
17 ,000 
87,600 
3,500 
9 1,100 
800 
16,9 00 
17.700 
129. 
MARCH, 195 
195 3 
39,600 
78,500 
118,100 
16,000 
300 
16,300 
79,000 
3,200 
82,200 
3,25 0 
18,650 
21,900 
21 ,300 
100 
21,400 
9 0.100 
3,500 
93 ,600 
800 
17,200 
18,000 
TOTAL FULL TIME 
PERSONNEL 261,200 297,700 326,300 344,750 353,800 371,500 
*Figures not available. 
**Fewer than 50.)'Fewer than 125 . 
Totals for U. s . estimated on basis of r epor ts from life insurance c ompani ;; :; r epresenting f rom 85% t o 
95 h of the life insurance in forc P. in t he United States . Data f~ 1945 and 1946 compi led by Life 
Insurance Agency Management Assoc iation; data for 1948,19 50,1952 and 1953 compi led by Inst itute of 
Life Insurance . 
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The agents usuallv are able to earn about $1500 
to $2000 in commissions during their first ~ear. However 9 
some agents earn more than this their first vear. An agent 
who has been selling life insurance ibr about five years 
can expect to earn between $4500 to $6500 a ye~r. The 
leading salesmen, however, earn $10,000 to $25 ,000 a year 
or more.* 
Agents are paid a commission of from 25 to 50 
percent of the premiums far the first year of each policy 
they have sold. Then they receive renewal oommissions of 
5% of the premiums for insurance sold for the next nine 
years. Information on the salaries was not available, 
since each and every company have distinctlv different 
methods of compensation. 
Although there are more women than men working 
at most of the office positions in the life insurance com-
panies 9 the men are paid higher than the women. This 
advantage held b y the men w~e due, not only to the var-
iations in the rate structure of the company, but also 
to suoh factors as length of service and the turnover 
within the companies. 
Table XIV illustrate s the average weekl~r earn-
ings for workers in selected occupations in the home 
office of life insurance companies in 1953. Weeklv earn-
ings for workers in agency of'fi ce s would be very similar 
for comparable jobs. Table XV compares average earnings 
for employees in the insurance industry with the average 
*13-p65 
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AVERAGE W~KLY EAH~INGS IN SELECTED OC UPATI ONS 
IN THE HOME OFFICES OF LIFE INSURANCE 
MARCHt 1953 
l'OSITIOl~ 
MALE 
1. Office bovs 
2. Tabulating Machine Operators 
VJEEKLY 
HOURS 
3. Duplicating Machine Operators 
37 
38 
38 
38.5 4. Clerks, Payroll 
WEEKLY 
EARNINGS 
36 
50.50 
41 
61.50 
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----------------------------------~-------------------
FEMALE 
1. Bopkkeeping Machine 38 42 
Operators, Class B 
2. Calculatinf Machine 38 43.50 
Operators Comptometer) 
3. Clerk, File Class A 37.5 46 
4. Clerk, Pile Class B 38 36.50 
5. Clerks, :Payroll 37.5 49.50 
6. Duplicating Machine Operators 38 38.50 
7. Key Punch Ope rat or 37.5 43 
8. Office Girls 37.5 37 
9. Secretaries 38 56 
10. Stenographers-General 37.5 44.50 
11. Stenographers-Technical 37.5 46.50 
12. Switchboard Operators 38 47.50 
13. Switchboard Operators-Recap. 37.5 42 
14. Tabulating Machine Operator 3 7.5 49.50 
15. Transcribing-Machine Oper. 38 44 
16. Typists, Class A 38 42.50 
17. Typists, Class B 38 39 
Occupational Wage Survey - Boston, Massachusetts 
United States Department of Labor-Bureau of Labor Statistics 
Mar ch, 19 53 , p p3 -5 Pr!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!~ 
i'ABLE l~ 
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COMPARISON OF THE AVERAGE EARNINGS FOR 
EMPLOYillBs INT1tlrSECURITY BROkEad:GE--=stis*-
INESS WITH~l5t'OYEES IN till INSURAN~ 
- BUSINEs-s- -
FINANCE 
PERIOD SECURITY BROKERAGE 
AVERAGE WEEKLY EARNINGS 
1932 36.64 
1933 33.83 
1934 35.34 
1935 34.88 
1936 37.28 
1937 38.88 
1938 35.24 
1939 36.63 
1940 37.46 
1941 39.14 
1942 41.38 
1943 50.57 
1944 64.38 
1945 64.48 
1946 66.26 
1947 62.00 
Handbook of Labor STATISTICS 
U.S. DEPARTMENT OF LABOR 
Bureau of Labor Statistics 
194 7 Edit i ofr!!~!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!l 
l TABLE 13 
INSURANCE 
AVER. WKLY ERNGS 
36.99 
34.29 
35.02 
36.22 
37.99 
39.29 
36.30 
36.32 
36.56 
37.54 
38.37 
41.87 
44.87 
47.13 
50.94 
52.74 
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earnings for employees in the securitv brokerage business. 
With respect to this table, it is well to keep in mind that 
although the earnings record of the securit"T brokerage bus- · 
iness appears higher, the stability of employment and the 
securit y that the individual possesses , with respect to 
his or her position, as compared to the insurance busine s s 
is not comparable. The securit v business had a verv high 
rate of unemployment for the whole decade preceding World 
War II, whereas the insurance business experienced a verv 
low rate of unemployment. 
Tvpes of Positions 
The positions in the life insurance companies 
will be discussed under several broad categories: profession-
al, secretarial and clerical, machine operators, and sales. 
The profession positions include actuaries, account-
ants, research specialists, securities analysts, doctors, 
underwriters, lawyers, nurses, claims managers, mortgage 
loan analysts, real estate supervis'Ors and adminstra.tors, and 
personnel specialists. 
These posit ions will be filled mainly by college 
graduates, both men and wome. Many life insurance companies, 
in order to secure the best men and women for these positions, 
send representatives of the companies to colleges every ~ar 
to interview prospective emplovee·s. Great care is exercised 
in selecting these men and women because future company exec-
utives will come from their ranks. 
A vast corp of men and women fill these positions 
in life insurance companies. The salaries compare favorabl y 
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with other businesses, in that the companies have to compete 
to obtain competent personnel to fill these positions . 
A staff of secretarial and clerical emplo~ees is 
included in every department • Their duties include taking 
dictation, typing, filing bookkeeping, and clerical duties 
of all kinds. The companies fill these positions mainlv 
with high school and secretarial school graduates. From 
these positions emerge the future unit heads, section sup-
ervisors and administrators. 
Because of the tremendous velume of work tbat is 
to be handled daily in the insurance company's home office, 
labor-saving machines are widely used. These machines re-
quire various degrees of skill in their operation. Among 
the machines used are calculating machines, bookkeeping 
machines, comptometers, teletypes, billing machines, photo-
stat machines, duplicating machines and switchboards. 
The operation of these machines involve innate 
or specially acquired skills. In some cases, where the 
machines are not v er-v compli ·cated, the operators ma-v be 
trained on the job. other operators are trained in special 
s chools designed for this purpose, and maintained b y the 
companies that produ·ce the machines. 
This trend toward modeTn, efficient office machihe s 
and appliances was stimulated during the war because of the 
scarcity of workers. It will become more accentuated in the 
future because of the trememdous labor-saving involved, as 
well as other cost advantages, once the installation of 
machines and the training of workers is ac,.., li 
, .. omp shed. 
135. 
Under the uategorv of sales positions is included 
agenc~r vice-presidents, general agents, branch managers, 
advertising and sales promotion positions, educational dir-
ect ors in charge of training agents, am agents . 
These positions are of grea.t importance in life 
insurance companies becatise the persons fill i ng positions 
have the task of getting people to bu"(T life insurance. Al-
though a college degree is not absolutelv essential for a 
person to become an agent, most general agents and branch 
managers prefer college trained men. 
These men may eventually qualify for positions 
as general agents or branch managers, so they should be 
careful l y selected , a:nd for that reason the companies 
have the particular applicants take a series of tests to 
determine · their aptitudes. Usually the agency vice-
presidents and supervis-ors positions are held by former 
general agents or branch managers who were successful~y 
engaged in selling, and who have some managerial experienoo. 
Some Personnel Practices in the Business · 
As can be seen from s tudying Table XIV, most of 
the positions, excluding executives and agents, do not pa v 
large sa laries . But the salaries have to be on a level of 
those that are paid in finance and banking instituions. 
As was stated earlier, one of the most important 
factors wi th respect to emplo"nnent in the life in'Sllrance 
business is job securit V• The life insurance industry 
kept nearly all of their emplo~rees during the depths of 
the unprecedent ed depression of the 1930's. This stab-
ilizing influence has increased in proportion to the 
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larger numbers of people emploved in the indu str v . 
Life insurance companies give their emplo.,rees 
many f ringe benefits. Most of the companies encourage 
their employees to (continue their education. Many of .the 
compani ·es provide educational programs for deve loping 
members of the home office staff. Some of the companies 
even share with the employee the cost of attending care-
fully planned courses at local institutions. 
In addition to the above mentioned benefits, 
companies have insurance programs far their employees. 
These programs include group life insurance, accident and 
health insurance, hospi tali zati on, retirement benefits. 
The oosts are usuallv paid in full, or in part, bv the 
companies. Most of the life insurance companies have 
a work-week of thirty-five to fo·rty hours.* 
other benefits that are enj o-rred by the emplo,ree s 
are social and recreational programs that are provided 
by man~r companies, very good working conditions, especiallv 
in the case of many of the larger companies which have 
built new home offioes in the last decade. Ohrietmaa : 
bonuses padd by some companies, free medioa1 examinations 
by the company medical staff, formal provisions for paid 
sick leave by many companies, incentive pay for higher 
productivity, noon lunches at very low cost are among the 
benefits that are received by these employees. 
*23-pl2 
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Training and Educational -Programs 
A great many of the life insunance companies have 
formal educati on and training programs. The l arge compan-
ies especially, have done a great deal of work in this part-
icular category. The smaller companies, however, have made 
a poor showing in this connection, because thev have neitre r 
the resources nor the number of personnel to support a 
formal program. Most of the emphasis in the programs that 
have been set up has been on the training of sales personnel. 
Only a comparatively few companies give attention to train-
ing non- sales or office personnel. 
The majority of the courses for non-sale s person-
nel are .general courses. These include mainly orient ation 
courses , which prepare the students for the examinations 
in Life Office Management Association Insitute, and courses 
providing instructions in life insurance fUndamentals for 
home office and field office personnel. 
The orientation courses are designed to sell the 
company to the new employee, and to help him feel at home 
in the company. The emplo yee is instructed to company rules , 
regulations, and the broader field of life insurance. In 
most courses the lecture method is used, and in many courses 
the students read one or more pamphlets. Most o~ the courses 
last a few weeks. 
Many companies use courses prepared by the Life 
Office M:anagement Association J:n-§1;-itute. There are three 
of these courses, which are designed to give the employee 
a broad understanding of the business and how it operates. 
A student who completes all three ,courses is granted a 
fellowship in theLife Management Institute. 
This type of course is more of an educational 
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tvpe than a training type, and has a long-run objective. 
These courses cover the principles of life insurance, agenov 
organization, office management, life insurance mathematics, 
investments, legal aspects of life insurance, and other 
important phases of the life insurance business. 
Most of these courses in li:fie insurance funda-
mentals are for home office employees, although acme 
branch office personnel are enrolled. The length of these 
particular courses are usually a year. 
Most of the fairlv large companies have formal 
education and training programs for the sales personnel. 
These courses can be divided into two groups; those for 
the supervisors of agents and their assistants, and those 
given to the sales force itself. 
The co urses given to the general agents or man-
agers have as their objectivew the development o£ a greater 
appreciation and knowledge of the principles of management. 
The assistant managers are trained either in the fundamentals 
of training work , or to prepare them for the mor€ important 
position of manager. 
Most of the courses given to the managers and aasi st-
ant managers are conducted in the home office of the compan~. 
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Some of the training is done b~ traveling field schools, 
and in some oases, aorrespondenoo methods are uti lized. 
The average course for managers last from fifteen to twenty 
nine hours, while the average time for assistant managers 
courses is from sixt,r to eighty nine hours. 
The courses for both groups utilize the same 
instructional methods. The t wo most common methods used 
are the Jeature method and the discussion method. Ver"r 
often a combination of several different methods is used . 
Most of the companies use members of their own staffs as 
instructors. 
Most companies have formal courses for dire ct 
sales personnel. These oourses may be broken do wn into 
two classes, the elementary and the specialized. The 
elementary class is made up of courses which are used to 
train new men to pass the state license examination that 
agents are r equired to take. The special ized courses 
cover, among other things, programming, taxatioh, and 
t he program neces ::.a r .r for the preparation for the CLU 
examination. 
The most common t ~~es of courses are home 
office, branch office ~nd correspondence courses. Vith 
respect to the correspondence courses, it is common to 
have them prepared out'sd.de of the compan~ bv an organ-
isation specializing in the field. 
All of this training and education program is 
de s igned to enable the representatives of the companies 
to better the service and f unction that the v perform. 
The Stabilizing Effect of~ Business with Respect to 
Emplo vme !It 
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Operating expenses take appr oximatelv ten cents 
out of each dollar fo r the field operation of the company, 
2~ to 3 cent s for home office salaries, and about 3 cents 
f or miscellaneous operating expenses. 
With 704 legal-reserve life insurance companie s , 
and with at least one company domiciled within it' s bor-
ders in e~ery s tat e of the union , it i s apparent that the 
influence that the business yields is not regional, but 
of a national characteristi c . 
Contrary t o the general impression, life insur-
ance home offices are not concentrat ed on the East Coast. 
Am ong the eleven states usually thought of as "eastern," 
are less than 15% of the legal r eserve home office s . The 
proportion of insurance in force and assets held bv these 
companies is, however , higher than their percentages of 
the total number.* 
VIi th the se cu.ri t~r of employment that the i ndus-
tr~r affords comes the stabilizing of the communit v in which 
the business operates. For i n the chai n of events, it i s 
only natural that the communit v benefits threefold, through 
the cvcle in which the consumer dollar must travel. There 
have been only two periods, each less t han five vears, i n 
which the progress of the industr~r has st agnated , and in 
both of those per iods the business cycle was at the bottom. 
* 5-p589 
VIII Stabilization Effects 11hrough the JHnanc :i.al 
Operations of the Life Insurance Business 
The ~· Insurance Dollar 
141. 
To illustrate how life insurance companies oper~e 
financially, the total income of all of the life insurance 
companies in this country will be taken as just one dollar. 
The source of the life insurance dollar and it's 
uses differ widely among the companies. However, it is 
possible to analyze from the overall totals where the life 
insurance dollar comes from and how it is used, for the 
industry as a whole. 
In 1952, the average income dollar of the Uni ted 
States life insurance companies was made up of 81.4 cents 
of premium income, and 18.6 cents investment earnings and 
miscellaneous income. 
Where did the 1952 income dollar go'? The greater 
part of this income dollar, 80.8 cents, was assigned to meet 
policyholders obligations, either as current pavments or 
as credits and guarantees for future benefits. Actual ben-
efit pavments were 42.8 cents. additions to reserves were 
38 cents. The rest of the outgo was divided up for operating 
expenses, Chart XIV gives a breakdown of the 1952 Life In-
surance Dollar. 
~Life insurance money goes back to Main Street 
twice."* The first time it goes back to Main Street, it is 
in the form of investment money, which is spread throughout 
*ll-p47 
THE 1952 LIFE INSURANCE DOLLAR 
WHERE IT 
CAME FROM 
PJIEMIUMS 
81.4£ 
INVESTMENT EARNINGS 
AND OTHER INCOME 
18.6c 
rr 
rr 
~ r 
~ 
r 
ADDITIONS .TO 
POLICY RESERVES 
AND OTHER FUNDS 
BO.St: 
DIVIDENDS TO STOCKHOLDERS O.St: 
HOW IT 
WAS usm . 
TAXES 2.0t: 
OPERATING EXPENSES 16.7t \ /-~--'-"'----( 
cHART 16 
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the country . It helps finance business, home, school s , and 
work projects, thereby cr eating untold numbers of jobs. 
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When benefit s are paid to policvholders and their 
beneficiaries, it is life insurance monev going back to Main 
Street a second time. It helps families to exist when an 
unfortunate death takes the breadwinner, it educates child-
ren and provides older people with securitv for the future 
through payments at a certain age 
The Diversified Nature of Income and Expenditure 
The l i fe insurance assets represent the combined 
savings of more than eighty-eight million people and amount 
to more than 73.3 billions of dollars. The savings of tbe 
life insurance industry have become institutionalized and 
more contractual in character. This institutionalizing 
characteristic assures a steady flow of capital to Ameri can 
business, regardless of the outlook for business. In the 
insurance industry, there is not choice, it must put the 
money to work regardless of business conditions. 
The life insurance indu str~ operates on a sim-
ilar proposition, with re spect to it's income dollar and 
the expenditure of that dollar. What is this principle 
that guides the insurance i ndustry with respect to it's 
financial income and outgo? It is the principle of div-
ersifi ·eation of risk, whether that diversification is with 
re spect to the policyholder or to the particular invest-
ment that the company elects to ... underwrite. 
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Insurance investments are spread in big business, 
and in small business, whether it is transportation, pro-
duction, mining, communications. They're invested in home s , 
apartment houses, factories, warehouses, retail stores, and 
many other worthwhile projects. 
A sidelight, but very important aspect to this tre-
mendous problem of invest rnents,ie the effect that investment 
earnings have on the payment of premiums, for example, take 
a man who buys a straight life polio~ at the age of thirt :v, 
and pa:ve a certain premium. If it were not for the invest-
ment earnings he would have to pav 5o% higher premiums dur-
ing the remaining years of his life.* 
These billions of dollars in assets are not just 
sitting in vaults waiting to be paid out as claims. This 
money has to be put to work to earn the highest rate of 
return, consistent with the overall safetv of principal. 
Every investment entails some degree of risk, but ·this ri fit· 
is minimized through the diversification aspect, consistent 
with the policy of max.imum returns and sound protection. 
~ Earnings Source of the Business 
The life insurance business is divided into two 
separate and distinct divisions, namelv, underwriting and 
investment operations. The underwriting operations in-
clude t he collection of premiums and the payment of ex-
penses and losses. The second division of investment oper-
ations consists of safelv and profitably investing the 
companies assets. 
*14-p28 
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Because of the avai labil i t v of highlv accurate 
actuarial tables, the life insurance companies can adjust 
their ope rations so that the underwriting operation is 
normally profitable and stable. 
Although the life insurance business i s essentiallv 
a long-term stable operation, certain indications concerning 
underwrit ing profits can be obtained from the annual reports 
of the companies. Several trends were apparent in the bus-
iness i n the past twenty years such as; lower investme nt 
yields, (although in 1952 the companies had the highe st 
rate in nine years, 3.2~fo), in that the average vield of 
the 1920 1 s was 5.0~, in the thirties it dropped t o 4.10%, 
and in the forties it was approximately 3%. 
These lower investment yields, were partlv off-
set by lower mortality r ate s , higher premiums, and lo v:re r 
di vidend rates t o participating policyholders .* 
From a long-term vi ewpo int, the volume of new 
busi ness obtained is important. Prior t o the depression 
of the earl y 1930' s , new l i fe insurance business fo llowed 
very closely the variati ons in disposable income. How-
ever, sinee that time, ne w life insurance production has 
fai led to match the gains in income af'ter t axes . 
The reasons for this fa ilure of ne ,.,~· life insur-
ance to match income gains are: competition from the govern-
ment social secutit y program and government li fe insurance ; 
encouragement by the government of spending and the appeal 
for the public to buy bonds; higher insurance costs; and 
the l ag in the publi c recognition of the decli.ne in t he 
"' •26-p5 
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value of the current dollar.* 
There is actually little need for liquidit v in 
investments because life insurance is a long-t erm busine s s . 
Therefore, life insurance company investments are restricted 
principall:r to high grade bonds and long-term secured loans . 
The interest received b"~.r the c ompanies on their 
i nvestments is an important part of the total income of the 
companies, nearly 2o% of the total income of the industrv. 
The net earning rate on the investments of the 
companies dropped from slightly over 5% in 1930, to a low 
of 2.88% in 1947. t has slowly risen since 1947, and the 
latest fi gure for the net rate of interest earned on in-
vested fund s for the year 1952 was 3 .07%. Table XVI shows 
the compa rative rates of net interest earned on invested 
funds since 1915 , listing the rates before and after 
Federal Income Taxes . 
Much of the drop in the earning rate is direct l y 
related to the tremendous investment of life insurance 
funds in United States Gove rnment bond issue's, especially 
during the war year s. Life insurance companv investments 
i n the United State s securities have alwa"~rS risen in times 
of emergency and have decreased when these emergenc y pres-
sure s have been relieved. 
In cooperation with the Federal Reserve Board 
suggestions to effect a program of voluntarv credit con-
trol , the insurance companies, as wel l as banks, passed 
up millions of dollars of financiallv attractive invest-
*12-ppl-2 
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NET RATE OF INTEREST EARNED ON INVESTED FUNDS 
YEAR RATE 
1915 ... ............. 4.77% 
1916 ....... .. ....... 4 .80 
1917...... -- 4 .81 
1918 -- ------- 4.72 
1919 ..... ..... ...... 4 .66 
1920. -- 4 .83 
1921... .. --- 5 .02 
1922.. 5 .12 
1923. . 5.18 
1924 5 .17 
1925 ... .... ......... 5. 11 
1926 ..... .... .. ..... 5 .09 
1927 ... .... ....... .. 5.05 
U. S. LIFE INSURANCE COMPANIES 
YEAR RATE 
1928.. 5.05% 
1929 ............... 5.05 
1930.. 5.05 
1931 . 4 .93 
1932 ............ .. 4 .65 
I 933. . .. 4 .25 
1934.. 3.92 
I 935 .... .......... . 3.70 
1936.. 3.71 
1937.. - · ··-- 3 .69 
I 938 ... .. 3.59 
1939.......... 3.54 
1940 ...... ---- ---- - 3.45 
YEAR 
RATE 
BEFORE 
FEDERAL 
INCOME 
TAXES 
1941 ..... ........ ... 3.42% 
1942 ... ............. 3.44 
1943 ................ 3.33 
1944 ... , ............ 3.23 
1945 ........... ..... 3. 11 
1946 ................ 2.93 
1947 .............. .. 2.88 
1948 .. ........... ... 2.96 
1949 .. ..... ......... 3.06 
I 950............ 3.13 
1951 ................ 3.18 
1952 ........... .... . 3 .28 
RATE 
AFTER 
FEDERAL 
INCOME 
TAXES 
3.42% 
3.36 
3.23 
3.14 
3 .05 
2.89 
2.88 
2.96 
2.98 
3.00 
2.98 
3.07 
Source , In stitute of life Insurance . The net interest rate is the ratio of the net investment income for the 
year to the mean invested assets (including cash/ decreased by one-half the net investment 
income. Before 1941 , the rates were calculated after deducting only such Federal income taxes 
as were d e duct ed b y the individual companies in arriving at their net investment income. 
Beginn ing with 1951, the rates are on a revised basis due to changes in the annual statement 
form . The effect of th ese changes in 1951 was to lower both rates by 0 .04%. 
TABLE 14 
Institute of Life Insura nce LIFB 1953 p50 
147. 
ment opportunities simpl~r because more was at stake for tbe 
welfare of the country in an emergency period, than the 
temporary ea-rning of a little higher rate of intere st . 
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These investments offered very low interest r ates 
and pulled down the overall ea.rning ,rields for the companies. 
The purchases of United States Government securities b~ 
United States Life insurance companies totaled $4.3 billion 
in 1952, but the holdings of such securities declined dur-
ing the year by $767 million . The life insurance holdings of 
government securities amounted to $10 . 3 billion at the 
vnd of 1952. 
This last figure represented the sixth successive 
year of decline in such holdings, as the life insurance funds 
have been redirected to help meet the capital needs of bus-
iness and industr y in the econom,r, just another example of 
the flexibilit y and fluidity of tbe funds. This is a pr ime 
example of the business ability to divert it's huge potent i al 
to stabilize the economy i n peace and periods of emergency . 
Table XVII reveals the United States securities 
owned by companies in the life insurance business from 1890 
to 1952, and the percentage of assets that is represented b y 
the holdings. Chart XV graphically portra.ys the extent of 
this investment. 
The lower earning rates of the companies on their 
i nvestme nts have hurt the purchasers of new life insurance 
policies because the companies have had to charge hi gher 
premiums on new policies to make up for the lower actual in-
U.S. GOVERNMENT SECURITIES OWNED BY U.S. LIFE COMPANIES 
BILLIONS Of 
OOLLARI 
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U. S. GOVERNMENT SECURITIES 
OWNED BY U. S. LIFE INSURANCE COMPANIES 
(000 ,000 Omitted) 
% OF 
1948 1950 1952 
YEAR AMOUNT ASSETS YEAR AMOUNT 
% OF 
ASSETS YEAR AMOUNT 
% OF 
ASSETS 
1890 ... ... ............ $ 6 
.1891.. ................ 5 
1892.................. 4 
1893.................. 5 
1894........... ....... 15 
1895.................. 16 
1896................. . 21 
1897.................. 15 
1898...... ........ .... 13 
1899.................. 10 
1900.......... ........ 7 
1901.................. 6 
1902................. . 4 
1903.................. 3 
1904.................. 4 
1905........... ....... 4 
1906....... ........... 4 
1907............... ... 2 
1908........... ....... 2 
1909.................. 2 
1910...... ......... ... 2 
.8 
.6 
.5 
.5 
1.4 
1.4 
1.7 
1.1 
.9 
.6 
.4 
.3 
.2 
. 1 
.2 
. 1 
. 1 
.1 
.0 
.0 
.0 
1911.. ................ $ 2 .0 1932 ... .... ....... $ 485 2.3 
1912.............. .... .0 1933..... ........... 897 4.3 
1913.................. .0 1934 ...... .......... 1,905 8.7 
1914......... ......... .0 1935 ................ 2,949 12.7 
1915.............. .... 1 .0 1936 ............... . 3,980 16.0 
1916.................. 2 .0 1937 ................ 4 ,699 17.9 
1917.................. 70 1.2 1938 ................ 5 ,020 18.1 
1918 .................. 560 . 8.6 1939 ........... ..... 5,451 18.7 
1919 .................. 780 11.5 1940 ..... ........ ... 5 ,938 19.3 
1920 ...... ............ 830 11 .3 1941.. .... .......... 6,796 20.8 
1921.. ................ 84 1 10.6 1942 ................ 9 ,295 26.6 
1922 .......... ........ 907 10.5 1943 .. ......... ..... 12,537 33.2 
1923 .................. 834 8.8 1944 ............... . 16,531 40.3 
1924 .................. 718 6.9 1945 ................ 20,583 45.9 
1925 ......... ... ...... 651 5.6 1946 ................ 21 ,629 44.9 
1926 .......... ... ..... 538 4.1 1947 ................ 20,021 38.7 
1927 .. .... .... ........ 497 3.5 1948 ............... . 16,7 46 30.2 
1928 ........ .... ...... 448 2.8 1949 ................ 15,290 25.6 
1929 .. .... ..... ....... 370 2. 1 1950 .. .............. 13,459 21 .0 
1930 ............... ... 355 1.9 1951 ................ 11 ,009 16.1 
1931.. .... .... ........ 410 2.0 1952 ... ............ . 10,252 14.0 
· Sources' Spectator Yearj Rl,.n'n!!lkn~n•l@!•rlf~ n<f ,if!!l"'''"!!!l!of~· !!!il!!!ll!!!!!!!!!!!!!!!~ 
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terest rates than the one previousl'.r used in computing 
premium rates. 
As was stated above, the lower investment vields 
have been partiall;r o~fset bv the lower mortalitv rat es 
among the polic,rhOlders. Also , the oompanies were able 
to offset the decline in vields by extensive sales of r eal 
estate acquired through mortgage foreclosures during the 
depression of the 1930's. The abilitv to sell high-grade 
corporation bonds and tax-exempt municipal securities at 
very high prices helped them a great deal. 
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The reason for the upturn in the earning rate 
of the companies in 1948, was t~e changes in the company 
portfolios. After the war ended, the government needs 
for additional capital diminished, and private needs for 
capital by business and industry inoreased . Therefore, 
the life insurance companies increased the proportion 
of their investments in the .securities of business and 
industry, and reduce the proportion of funds invewted 
in the government securities. With this advent of invest-
ment opportunity came increased earnings on investments . 
Life Insurance Assets 
Life insurance company assets are a ctuall~ life 
insurance dollars at work. They are working f or all the 
polic'l:rholders of the companies in the business, because 
the interest earned on the investment of these f unds, re-
duces the amount that the pol icvholders will have to pav 
in policy premiums. 
YEAR AMOUNT 
1890 ...... $ 771 
1891.. ... . 841 
1892 .. ... . 919 
1893 ... ... 988 
1894 ... ... 1,073 
1895 ... .. . 1,160 
1896 .... .. 1,244 
1897 ...... 1,345 
1898 ...... 1.463 
1899 ...... 1,595 
1900 ...... 1,742 
1901.. .... 1,911 
1902 .... .. 2,092 
1903 ...... 2,265 
1904 ... ... 2,499 
1905 ...... 2,706 
ASSETS 
U. S. LIFE INSURANCE COMPANIES 
(000,000 Omit ted) 
YEAR AMOUNT YEAR AMOUNT 
1906 ...... $ 2,924 1922 ...... $ 8,652 
1907 ...... 3,053 1923 ...... 9.455 
1908 ... ... 3,380 1924 .. .. .. 10,394 
1909 ...... 3,644 1925 ... ... 11 ,538 
1910 ...... 3,876 1926 ...... 12,940 
1911.. .... 4 ,164 1927 .. .. .. 14,392 
1912 ...... 4,409 1928 ...... 15,961 
1913 ...... 4 ,659 1929 ...... 17.482 
1914 ..... . 4,935 1930 ...... 18,880 
1915 ...... 5,190 193 1.. .... 20,160 
1916 ... ... 5 ,537 1932 ...... 20,754 
1917 ...... 5,941 1933 ...... 20,896 
1918 ..... . 6,475 1934 ...... 21,844 
1919 .. .... 6 ,791 1935 ...... 23 ,2 16 
1920 ...... 7,320 1936 ...... 24,874 
1921.. .... 7,936 1937 .... .. 26,249 
Sources: Spectator Year Book and Institute of Life Insurance. 
TABLE 16 
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MORTGAGES 
29.0')1, SECURITIES OF 
BUSINESS AND INDUSTRY 
43.1')1, 
CHART 17 
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YEAR AMOUNT 
1938 ...... $27,755 
1939... ... 29,243 
1940...... 30,802 
1941.. . .. . 32,731 
1942.... .. 34,931 
1943... ... 37,766 
1944...... 41,054 
1945...... 44,797 
1946 ...... 48,191 
1947 .. .... 51 ,743 
1948 ... ... 55,512 
1949... .. . 59,630 
1950.... .. 64 ,020 
1951.... .. 68 ,278 
1952...... 73 ,375 
152 . 
The life insurance companies owned $ 73.3 billion 
vmrth of assets by the end of 1952. All of these billions 
of dollar s, with the exception of $1.1 bil l ion in cash, 
and $1 . 7 billion in other asset s, representing 4.2% of all 
assets, were inve sted in places where these funds will be 
of the most effective aid to the needs of the nationl econ-
omy. As a result, life insurance investments have been 
a contributing factor in the development of our hole econ-
omic and social structure. 
Tabl e XVIII shows the amount of assets in the 
United States companies from the year 1890 to 1952. Chart 
XVI gives a breakdown of the life insurance assets for the 
year of 1952. Table XIX l ists the investments by classes 
for the year s 1950 to 1952, with a projection for the ~ear 
1953, for all Unit ed States legal reserve companies. 
The life insurance assets, average of about $830 
per policyholder , do a three-fold service to the communitv: 
(1) by being invested to earn interest, thev reduce life 
insurance costs for the mi l lions of policyholders ; (2) 
thev help meet capital and financing needs in practicallv 
everv community of the Uni ted States ; and ( 3 ) thev go back 
to the policyholders and beneficiaries of these communities 
when the y are paid out as life insurance benefits.* 
The distribution of life insurance assets at the 
end of 1952, bv tvpe of investment, showed marked changes 
from just a fe w years previous. For comparative purposes, 
the 1952 investment holdings of the industrv were comprised 
of securities of business and industry , which tot aled 43•1% 
*4-p55 
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TABLE 1 
INVESTMENTS, BY CLASSES, 1950-1953 
ALL UNITED STATES LEGAL RESERVE LIFE INSURANCE COMPANIES 
Estimated 
December 31, 1950 December 31, 1951 December 31, 1952 December 31, 1953 
Amount o/o of Amount o/o of Amount o/o of Amatmt o/o of 
Investment Class Outstanding Total O!tlstanding Total Outstanding Total 01,tstanding Total 
Bonds-D. S. Government ....... $13,459,211,000 2TO $11,009,038,000 l6.f $10,251 ,692,000 14.0 $ 9,800,000,000 12.5 
St., Co. & Mun ........... 1,151,452,000 1.8 1,170,605,000 1.7 1,153,151,000 1.6 1,275,000,000 1.6 
*Canadian Govt. .. .. ...... 1,430,879,000 2.3 1,462,807,000 2.2 1,342,372,000 1.8 1,225,000,000 1.5 
*Other For. Govt. ........ 24,065,000 .0 24,989,000 .0 26,004,000 .0 25,000,000 .0 
Total Government .... .. . 16,065,607,000 25.1 13,667,439,000 20.0 12,773,219,000 17.4 12,325,000,000 15.6 
Railroad ............. . .. 3,186,964,000 5.0 3,306,623,000 4.8 3,545,235,000 4.8 3,650,000,000 4.7 
Public Utility ... ... ... .. 10,587,188,000 16.5 11,235,286,000 16.5 11,953,008,000 16.3 12,900,000,000 16.4 
Industrial and Misc . . ... . . 9,525,869,000 14.9 11,441,240,000 16.8 13,702,361,000 18.7 15,725,000,000 20.0 
39,365,628,000 61.5 39,650,588,000 58.1 41,973,823,000 57.2 44,600,000,000 56.7 
Stocks-Railroad . . ... . ...... .... 128,211,000 .2 121,944,000 .2 143,698,000 .2 150,000,000 .2 
Public Utility ........... 671,589,000 1.1 724,237,000 1.0 841,213,000 1.1 950,000,000 1.2 
Other 
······ ·· ·· ······ ·· 
1,303,259,000 2.0 1,375,361,000 2.0 1,461,434,000 2.0 1,500,000,000 1.9 
2,103,059,000 ~ 2,221,542,000 ----n- 2,446,345,000 31 2,600,000,000 3:3 
Mortgages-Farm . .. ........... . 1,327,428,000 2.0 1,525,438,000 2.2 1,704,773,000 2.3 1,875,000,000 2.4 
Other . . .. .. . ....... 14,774,580,000 23.1 17,788,346,000 26.1 19,546,750.000 26.7 21,425,000,000 27.3 
16,102,008,000 25.1 19,313,784,000 28.3 21,251,523,000 29.0 23,300,000,000 29.7 
Real Estate .... ... .... ....... ..• 1,444,586,000 2.2 1,618,900,000 2.4 1,902,778,000 2.6 2,025,000,000 2.6 
Policy Loans & Premium Notes ... 2,413,330,000 3.8 2,589,725,000 3.8 2,713,371,000 3.7 2, 900,000,000 3.7 
Cash ····· ······· .... ... .... ... . 1,005,142,000 1.6 1,112,273,000 1.6 1,145,729,000 1.6 1,125,000,000 1.4 
Other Assets .... . .. ... ... ... ... 1,585,933,000 2.5 1,771,414,000 2.6 1,941,326,000 2.6 2,050,000,000 2.6 
Total Assets .. .. ......... .. . . ... 64,019,686,000 100.0 68,278,226,000 100.0 73,374,895,000 100.0 78,600,000,000 100.0 
* Includes all political subdivisions. 
The above data represent statement values compiled by the Institute of Life Insurance and the Life Insurance Association of 
America from the following sources : 
1950 and 1951-compiled from The Spectator Insurance Year Book-Life Editions-and from company reports. 
1952-compiled by Institute of Life Insurance from reports of 464 companies. 
1953-preliminary estimates based on actual records to October 31 of about 145 companies which, at the end of 1952, held 
about 96o/o of the total assets of all United States legal reserve companies. 
TA~LE 17 
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of total assets. Mortgages made up 29% of the t otal, and 
United St a tes securi tie s totaled 14% . In 1945, the govern-
ment securities accounted f or 45 . 9% and industrial hold ngs 
24% , mortgages totalling 14.8%. This change in the port-
fo lios llu trate s t • e adaptabilit~ of the huge resources. 
The as sets of the life insurance industr~ are 
invested in several different t~pes of securities, real 
estate, mortgages and policy loans. 
Securities of business and industr~ accounted f or 
$31.6 b i llion of life insurance investments . This total 
of life insurance fU_nds at work financing business and in-
suring capital for industry ha s creat ed jobs and product ion 
and accounted for 43.1% of the total 1952 assets of the 
business. * 
Chart XVII illustrates the distribution of sec-
urities of business and industry owned b,r the companies. 
How extensive the movement of policvholders ' dollars to 
finance business has been, is clearlv shown bv a simple 
comparison of only a few years ago . Chart XVIII further 
illustrate s the distribution on a percentage comparison. 
Table XX lists the amount of securities of bus-
iness and industry owned bv the United States companies 
since 1919. This table illustrat es the fa ct that the 
industry has alwa,rs contributed more than 25% of it ' s 
assets to these securitie s, with the exception of one 
vear , 1945, when the total was 24.7%. This is a fUrther 
illustration of the st abili t \'" that the ind ustr,r aff ords 
to the nat i onal econom y , in that even though the dollar 
*4-p62 
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SECURITIES OF BUSINESS AND INDUSTRY 
OWNED BY U. S. LIFE INSURANCE COMPANIES 
(000,000 Omitted} 
YEAR 
%OF 
AMOUNT ASSETS YEAR 
% OF 
AMOUNT ASSETS 
% OF 
AMOUNT ASSETS YEAR 
1919 ................ $2,044 30.1 193 1... ........... $ 5,663 28.1 1943 ...... .... .... $1 0,494 27.8 
1920 ...... .......... 2,024 27.7 1932 ........ .. ...... 5,580 26.9 1944 ...... ........ 10,715 26. 1 
192 1...... .......... 2,030 25.6 1933 ..... ........... 5 ,388 25.8 1945 .............. 11,059 24.7 
1922 .. ........ .... .. 2,189 25.3 1934 ..... .. .. ..... .. 5 ,510 25.2 1946.............. 13,024 27.1 
1923 .. ..... ....... .. 2,408 25.5 1935 ....... ......... 5,897 25.4 1947 .............. 16,144 31.2 
1924 ...... .......... 2 ,747 26.4 1936 ... .......... ... 6 ,593 26.6 1948 .......... .... 20,322 36.6 
1925 ................ 3 ,103 26.9 1937 ........... .. .. . 7,111 27. 1 1949 ......... ..... 23,179 39.0 
1926 .. ............. . 3,565 27.6 1938 ......... ....... 7,895 28.4 1950 ....... .... ... 25,403 39.7 
1927 ......... ...... 4,043 28. 1 1939 ................ 8,538 29.2 1951.. .... ........ 28,204 41.4 
1928 ...... ....... ... 4 ,642 29.2 1940 ....... .......... 9,250 30. 1 1952 .. ....... ..... 31,646 43.1 
1929 ...... ........ .. 4,995 28.6 1941.. .............. 10,174 31.0 
1930 ..... ........... 5,448 28.8 1942 ............ .... 10,315 29.5 
Sources, Spectator Year Book and Institute of Life Insurance . Totals include railroad, public utility, indus· 
trial and miscellaneous bonds and all 
value of the indust ry ' s assets increased tremendousl y , the 
per centage trend t oward this t ype of inve stment has con-
tinually increased. 
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As these funds have been invested over t he -.:rear s , 
the:v have f ollowed the pattern of economic growth across 
t he count ry . I n recent "rears, the greate st relati'fe in-
creases in such investments ha ve been in the st ate s of the 
South, Southwest, and West , where ma jor industrial expan-
* sions have taken pla ce Life insurance funds have be en 
ut ilized in local, r egional, and nat ional expansi on. 
The availabilitv and r esourcefulness of insurance 
f und s can easily betraced f rom the rai lroads , when the need 
arose, to the publi c utilities , to the manufa cturing and 
general bu siness uses i n recent davs . 
The huge expansion of plant facilities after \VW II , 
when re t ool i ng for peactime production was nece ssary , and 
emergencv defense programs f or the Korean War , were both 
a ided by this investment source. 
A new t wi st in recent years is with respect t o the 
direct negot iation of bond purchases betwe en harrowers and 
life compani es. It is estimat ed that mor e than $15 billion 
of the corporate bonds held bv the l i fe insurance companie s 
at the end of 1952 were acquired bv direct placement. 
I n a report in the Boston Gl obe, it was st a t ed to 
the effect that life insurance companies increased th€ir 
mortgage holdings by ~16 b i llion, or more than threefol d , 
in the post -war period f orm 1946 through 1953. Thi s mone v 
was l argel y used t o provide bet ter housing fo r the nati on. ** 
*4-p62 **19-p20 
Table XXI shows the mortgages owned by United 
States Life Insurance Companies. The makeup of these 
mortgages , prior to the 1 ~30 ' s were short-term , non-
amortizing contracts, whereas, as stated, the present 
day mortgages are on a long-term amort izan g basis. 
The reflection of the conf idence of the life insurance 
industrv in thLs type of investment is well illustrated 
by the huge, long-term stable investment that is mutuallv 
undertaken bv the industry. 
157. 
other tvpes of inv·estme nt and service are commer-
cial rental property, loans t o policvholders , and invest-
ment in st ocks. * 
I n connection with the overa ll fi el ·d of life 
insurance companv investment a ~ most of the st ates have the 
l aws restrict ing the forms of investment s that can be uti l -
i zed by the insurance busine ss . These provisions have the 
general purpose s of maintaing a soundness a nd s t abi l itv 
in the investments of the industry . The compa nie s must t ake 
into considerati on when making these investments~ the 
sa fet v of principal, the highest "'rie ld consistent with safet v , 
proper diversifieati on of risk and in so me i ns t ances convert-
ibilit y. 
The Hew York law, with application to all companie s 
doing busine ss in New York State, is of great significance 
i n the insurance busi ness, and this law is one of the s trict-
est in the countrv . ** 
*4-p73 
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MORTGAGES 
OWNED BY U. S. LIFE INSURANCE COMPANIES 
YEAR 
%OF 
AMOUNT ASSETS 
1890 ____ ______________ $31 0 40.2 
189L ................ 334 39.7 
1892 ............... ... 351 38.2 
1893 .................. 374 37.9 
1894 .................. 394 36.7 
1895 .................. 412 35.6 
1896 ___ _____ _________ _ 442 35.5 
1897 ....... ........... 452 33.6 
1898 .................. 455 31.1 
1899 .................. 468 29.3 
NON-
YEAR FARM FARM 
1920 .. .... .. $1 ,270 $1,172 
1921 ... ..... 1,443 1,349 
1922 ........ 1,598 1,524 
1923 ..... ... 1,805 1,857 
1924 _____ ___ 1,883 2,292 
1925 .. ... ... 2,040 2,768 
1926 ........ 2,096 3,484 
1927 ........ 2,209 3,991 
1928 ........ 2,115 4 ,663 
1929 ........ 2,101 5,215 
1930 .. ...... 2,057 5,541 
1931 ... ..... 1,984 5 ,689 
1932 __ __ ___ _ 1,856 5,480 
1933 ........ 1,633 5,068 
1934 ........ 1,264 4,611 
1935 ___ ___ __ 1,073 4,284 
1936 .. ...... 953 4 ,175 
(000,000 Omitted) 
YEAR 
% OF 
AMOUNT ASSETS 
1900 ................ $ 501 28.8 
1901 ...... .......... 532 27.9 
1902 ... ............. 573 27.4 
1903... ... .......... 624 27.5 
1904 __ ____ ___ ___ __ __ 672 26.9 
1905 ................ 724 26.7 
1906 __ __ _______ ___ __ 826 28.3 
1907 ................ 921 30.2 
1908 ................ 987 29.2 
1909 ................ 1,084 29.8 
TOTAL 'Yo OF 
AMOUNT ASSETS YEAR FARM 
$2,442 33.4 1937 ........ $ 903 
2,792 35.2 1938 .. ... ... 889 
3,122 36.1 1939 ........ 889 
3,662 38.7 1940 ........ 899 
4,175 40.2 1941 .. ..... . 913 
4,808 41.7 1942 ________ 896 
5,580 43.1 1943. 841 
6,200 43.1 1944 ___ ___ __ 800 
6 ,778 42.5 1945 .. ...... 776 
7 ,316 41.8 1946 ____ ____ 795 
7 ,598 40.2 1947 ... ..... 895 
7 ,673 38.1 1948 ........ 990 
7,336 35.4 1949 ........ 1,138 
6 ,701 32. 1 1950 ........ 1,327 
5,875 26.9 195L ...... 1,527 
5 ,357 23.1 1952 .. ...... 1,705 
5,128 20.6 
Sources, Spectator Year Book and Inst itute of life Insurance . 
YEAR 
%OF 
AMOUNT ASSETS 
191 0 .. .............. $1 ,227 31.7 
1911 .......... ...... 1,358 32.6 
1912 ................ 1,485 33.7 
-1913 ................ 1,618 34.7 
1914 ________________ 1,706 34.6 
1915 __ __ ________ ____ 1,779 34.3 
1916 __ ____ ______ __ __ 1,893 34.2 
1917 ...... .......... 2,021 34.0 
1918 ..... ........... 2,134 33.0 
1919 ................ 2,094 30.8 
NON- TOTAL % OF 
FARM AMOUNT ASSETS 
$ 4,327 $ 5,230 19.9 
4,556 5,445 19.6 
4,794 5,683 19.4 
5,073 5,972 19.4 
5 ,529 6,442 19.7 
5,830 6,726 19.2 
5,873 6,714 17.8 
5,886 6 ,686 16.3 
5,860 6 ,636 14.8 
6,360 7,155 14.8 
7 ,780 8,675 16.8 
9 ,843 10,833 19.5 
11,768 12,906 21.6 
14,775 16,102 25.1 
17,787 19,314 28.3 
19,546 21,251 29.0 
From 1906 to 1951, New York State had not pe r-
mit ted the purchase for investment of anv common stocks. 
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It still does not allow the lending of life insurance funds 
to unincorporated businesses except as a first mortgage on 
property. ~bile it has permitted investment in preferred 
stocks , the statutory requirements are verv high; onlv 
those stocks of issuers having long recorda of fav orable 
earnings are eligible for oonsideration. 
For some time the life insurance companies had 
felt that the New ?ork State Law limi ted their inve11tment 
outlets too narrowlv, causing them unnecessar"r difficult v 
in meeting the needs of the publi c for capital fund s and 
reducing their earnings without compensating gains to 
policyholders. 
The position of the se oompanies was that the move-
ment of offerings in channels that had received statutorv 
approval should be sufficient to allow investment bv the 
business. In March of 1951, it was something of a milestone 
in insurance regulation, when modifications to the New York 
Law gave the insurance companies considerab.le investment 
leewa y. 
As the law was amended, it now permits life insur-
ance companies to invest i n common stocks, up to a limit 
of three percent of assets or one third of surplus, which-
ever is less. * The new provisions also relaxed somewhat 
the earnings requirements on corporate obligations and pre-
ferred stocks and permitted investment in leasehold est ates in 
*5-p714 
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"improved unencumbered real propertv located in the u. s." 
The l aw amended the pr ovisions so that when it wa s necessary 
t o protect an outstanding loan, the companies could pur-
chase or lend on farm equipment and live stock. This en-
abled many existing hardships to be a lleviated and illus-
trates the cooperation between the sta.te legislatures and the 
insurance business in providing r eal istic approache s t o 
mutually beneficial opportunities. 
Modifications have enabled an important step to be 
t aken in the development of sound regulations of investment 
at the stat e level. This alertness has to be demonst rat ed 
at al l times, r e lative to the changes in investment conditions, 
so that the industry may operate to mutual advantage. * 
The Liabilities and Surplus of tne Business 
The liabilities of l ife insurance companies incl ude 
polic v r eserves, reserve for taxes, reserve for dividends 
to policvholders , policv claims, and other miscellaneous items . 
~t the end of 1952, the tot al policv reserves with 
the business r eached ~ 62.6 billion. Tab l e XXII shows the 
policv reserves in the U. s. companies from 1890 to the pres-
ent time. The policv reserves in 1952 averaged ~290 per 
policy and about ;;)1 710 per polic "~'rholder. 
The surplu s of a life insurcnnce companv is de-
r ived f rom the following sources: the excess of interest 
earnings over the earnings that were assumed when computing 
premiums: lower mortalit y experience resulting in a savings 
to the company; a savings on expense loadings, when act ua l 
expenses are l ess than those anticipated; surrender changes , 
*25-p9 
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if when a policy is surrendered, the polio~ reserve is great-
' 
er than the surrender value of the policy; and the gains on 
the sale of investments or from appreciation of assets. 
A life insurance compan~r management mav classify 
it's usual surplus as follows: funds set aside for contin-
gencies, such as fluctuation of securitv values or mort-
ali tv rates and unassigned funds. A certain amount of sur-
plus eaeh vear is paid as dividends to stockholders of stock 
companies, and policyholders of mutua l companies. Table XXLlL 
shows the obligations and surplus funds for 1952 of the United 
States Life lnsurance Companies. 
Ana l vsis .Qi the Largest Mutual in the Life Insurance Business 
From the financial records of the Jlr etropolitan Life 
Company that at the end of 1953, it's assets amounted to 
$12,312,000,000, an increase of $719,000,000 over the preced-
ing year. At the end of last year, the major part of the 
assets were employed through loans to business and industrial 
enterprises, to home owners and farmers. Diversification of 
these loans and investments is evidenced by the fact that 
Metropoli tan has over 250,000 separate investments. 
The breakdown of the balance sheet indicates over 
$ 8.4 billion in bonds, $172 million in preferred and common 
stocks, $ 2.3 billion in mortgage loans on real estate, $443 
million in real estate, $488 million in policv loans, $156 
million in cash and bank deposits, and other assets of ~ 276 
million, a total of $12.3 billion.* 
*12-pl8 
/ POLICY RESERVES U. S. LIFE INSURANCE COMPANIES 
(000 ,000 Omitted) 
YEAR AMOUNT YEAR AMOUNT YEAR AMOUNT 
1890 .... ., ,, ... ,,,,,, ...... .,, .. $ 670 
727 
789 
853 
915 
980 
191 1... ... . .............. $ 3,473 1932 ..... ..... ......... ....... $17,839 
1891 ...................... ..... , 
1892 ... --- -- ----------- .. -----
1893 .. ..... ... ....... ...... .... . 
1894 ..... ..................... .. 
1895 ... ........ ............ ... . . 
1896 ... .... ...... .. ........ .... . 
1897 ____ __ ................... .. 
1898 ........................... . 
1899 ........... ..... .. 
1900 .................. .... ..... . 
1901 .. ............... ........ . .. 
1902 ... ....................... . . 
1903 ... ....... ...... ... ... .... . . 
1904 ........................... . 
1905 __ _______ ___ ............... . 
1906 .......................... .. 
1907 ......................... .. . 
1908 ....... ................ ... . 
1909 .. ....... .................. . 
1910 ............. ............. . . 
1,048 
1,119 
1,203 
1,322 
1,443 
1,584 
1,738 
1,916 
2,101 
2,295 
2,473 
2,651 
2,829 
3 ,029 
3 ,226 
1912........... ........... .. .. 3,695 
1913.................... ... .. . 3 ,934 
1914............. ........ ..... 4 ,166 
1915....................... ... 4,399 
1916....... ... ................ 4,696 
1917.. ..... .. ...... ........... 5,033 
1918.......... ................ 5,407 
1919.............. ............ 5,830 
1920.. ........ ..... ........ ... 6 ,338 
1921 .......... ........ ........ 6,903 
1922....... ... .............. 7,449 
1923...... ................. ... 8,130 
1924.. ............. ..... ...... 8,939 
1925.......................... 9 ,927 
1926................... ....... 11 ,061 
1927...................... .... 12,279 
1928.......................... 13,596 
1929.... ....... ............... 14,948 
1930.......................... 16,231 
1931 .... ...................... 17,384 
1933...... .................... 18,077 
1934.... ...................... 19,030 
1935.... 20,404 
1936........ ................ .. 21 ,800 
1937......................... . 23 ,202 
1938......... .... .... ...... ... 24,495 
1939........ .................. 25,827 
1940....................... ... 27,238 
1941 ....... .... .............. 28 ,945 
1942..... ..................... 30,797 
1943............. ............. 33,049 
1944.................... ...... 35,577 
1945.......................... 38,667 
1946......................... . 4 1,702 
1947. ........ ............ .... . 44,882 
1948.......................... 4 8,158 
1949........................ .. 51 ,498 
1950.......................... 54,946 
1951 .. ___ ___ __ , _____ __ _ ... ... 58 ,547 
1952.......................... 62 ,579 
Sources: Spectator Year Boo __a_ruL /n•f lf u f. ~~ llf, lnwrnnra Rafnra I 0.4.7 
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T~LE 80 
OBLIGATIONS AND 
SURPLUS FUNDS 1952 
U. S. LIFE INSURANCE COMPANIES 
(000,000 Om/ffed) 
Insurance Policy Reserves ____ ______ ______ _____ _ 
Annuity Reserves .......... ........ ........... ..... .. 
Reserves for Supplementary Agreements 
Policy Dividend Accumulations.. ........... . 
Amounts Set Aside for Policy Dividends 
Other Obligations ... ............................. .. 
Special Surplus Funds .......................... .. 
Unass igned Surplus ............................. . 
Capitol (Stock Companies Only) ........... . 
Total ... .. ............. ......................... . 
AMOUNT 
$46,332 
11 ,652 
4,595 
1,675 
841 
3,024 
1,277 
3,607 
372 
$73,375 
Source : Inst i tute of Life Insurance. Annuity re· 
serves includes reserves for supplementary 
agreements involv.ing life contingencies. 
TA~LE ~1 
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The obligations of the Metropolitan Life Companv 
included statutory policy reserves of over $10 billion, 
policv proceeds and dividends left with the companv of $689 
million, dividends set aside for policvholders for 1954 of 
$203 million, policy claims outstanding of$60 million, other 
policv obligations $ 93 million, taxes accrued $51 million_,-
valuation reserve $25 million, contingencv reserve for mort-
gage loans $5 million, and other obligations $28 million. 
The surplus funds included $110 million in a 
special surplus fund, and an unassigned surplus of $604 
million, giving a total -obligation and surplus of $12 billion. 
~ extent ~ Stabilitv both ~ ~ Internal and ~E~xt~e~r~n~a~l Basis 
As oan be readilv seen, the financial operations 
of the business are an integral part of both the internal 
and external conditions that are inherent in the dailv oper-
ations of the life insurance business. Internallv, the com-
panies have to maintain a secure, stable financial policv 
so that it reflects externallv on the lives of millions 
of individuals, as well as business and industry in which the 
companies invest and loan monev, in a similar secure, and 
stable manner. 
In addition to the support that life insurance 
gives to business in America through it's purchase of bus-
iness securities, life insurance tends to stabilize business 
structure in three wave; (1) bv reducing risk, (2) bv estab-
lishing credit, and (3) bv reducing the necessitv of liquid-
ation under unfavorable circumstances.* 
Since the effect of life insur~nce is so widespread 
*5-p679 
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on the social and economic organization of America, it ~ollows 
that certain obligations are imposed on an internal basis so 
that the external effects will be of a stable and predictable 
nature. Life insurance is not onlv a business but also a 
social institution, and as such it has an even greater oblig-
ation to act with ends other than profit in view. 
There is indirectly placed on life insurance the 
obligation to be alert to n'ew needs, the obligation to police 
e 
itslf, and the obligation to step out o~ the wav of the devel-
opment of insurance coverages which are bv nature more properly 
the scope of public than private enterprise. 
IX Outlook For the Industry 
Immediate Outlook 
165. 
The previous chapters were all devoted to the idea 
of the analysis of the industr~ to obtain a determination of 
the extent o! it's stabilizing effect on the DBtional econom~. 
Through the exhibit of twent~-three tables, and 
nineteen charta; with reference from thirty-three sources 
and countless hours spent on corroborating data, I believe 
the industry does exert and will continue to exert, in more 
increasing importance, a stabilizing effect on the whole 
economy. 
I believe that with the precedent set bv the leg-
islature of New York, in permitting the industry's most 
powerful companies to utilize it's resources to alleviate 
a condition, which had caused them unnecessar~ di~ficultv 
in meeting the needs of the public for capital funds, and 
which was reducing their earnings without compensating 
gains to the polic~holders, to be one of a series of fav-
orable inclinations to a more prosperous and effective sit-
uation. 
The various data that showed the growth, decade 
by decade, of assets, insurance written, policvholders, 
dividends, and other supporting data, would uphold the con-
tention of increasing importance of the business. 
The immediate future is verv encouraging, but 
since life _i:nsurance, essentially and primarily, is a 
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long-term and stabilizing product, I believe it is better to 
concentrate on the future on a long-term basis. 
In spite of the tremendous growth and expansion 
that has occurred in the industrv during the past decades, 
·" much is still necessarvA the wav of sales, service, invest-
ment policv before all segments of both the public and com-
panies are completely satisfied. 
It is the expectation of the business, in reading 
the comments of the various companies in their annual reports, 
that this industry will move right ahead during the years to 
come with it's dual programs of improvement of service and 
expansion of ad~ional facilities. 
The companies recognize the fact that if they are 
to move ahead, they must still 'he -rr.tnd:ful of the responsi b-
ilities of those who have their savings and securiti~ in-
vested in the business. This naturallv requires careful 
planning, sound financing, and competent management on a 
daily basis. 
The industry recognizes it's obligations to it's 
employees as well. It is evident, and has been brought out, 
that the industry is one of the most secure, beaause of 
the stability of operations, not being too adversely affected 
by the dips and highs of the business cycle. 
On a short term basis, it is well to point out the 
daily adaptations that are occurring with respect to invest-
ment policy. The business has adapted to the needs that are 
currently the major problems of the country. The demand for 
natural gas, new housing,amall business loans, the direct 
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placement procedure, the lease-back arrangemnts and other 
techniques of serving business and industrv, not instead of 
the available banking facilities, but in addition to the ser-
vices and facilities available. 
With respect to the technique of leaseback, it is 
reported that the Bureau of Internal Revenue is not so pleased 
about one advantage to the deals that involve old propertv. 
In writing the thesis on a purelv objective basis, I believe 
it only proper to include subject matter with both sides of 
the situation related. 
It is reported that some producing properties 
owned b~ the businesses have been depreciated to a book 
value of zero. Therefore, their owners cannot charge fur-
ther depreciation as an expense. If the propertv is sold 
subject to a leasing arrangement, the producing companv 
reports a capital gain for tax purposes and then starts 
reporting it's payments on the lease as expenses. Mean-
while, the insurs.nce companv has a right to charge deprec-
iation against the purchase price it paid for the building.* 
Thus, as is evident, depreciation charges against 
one building can be used for a second time as an income 
tax deduction. It is all quite legal and whether there 
will be changes in the law remains to be seen, but as of the 
present time the industry is taking advantage of the oppor-
tunities as is afforded. 
All these examples set forth will undoubtedlv exert 
a more direct and indirect influence with respect to the immed-
iate future of the whole life insurance industrv. 
*6-634 
Extended Long-Term Future Outlook 
The life insurance business is naturallv affected 
by a variet"V of economic and social conditions. All of 
these changes eem to point to a more concerned relationship 
on the part of the buving public with the need for security. 
The most obvious outlet for satisfying this need'.~·would, in 
many instances, be the purchase of some type of insurance. 
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To illustrate the improved economic conditions that 
the country now experiences, I believe a review of a few 
given figures on three main items would accuratelv appraise 
the improved economic status of the people of the United States. 
Taking 1941 as the base period, we find that the 
total personal income after taxes in that vear was $92 bil-
lion, whereas, at the end of 1963 it was $249 billion. 
The second of the three main items is the amount 
of savings that have accumulated from the increase in in-
come. In 1941, the accumulated savings totaled $62 billion, 
whereas, at the end of 1963, the total of these savings 
was $217 billion. 
The third of the three main items is the amount 
of individual debts outstanding. In 1941, consumer credits 
amounted to $ 9.1 billion, whereas, in 1953 thev totaled $29 
billion. 
An analysis of these figures would show that the 
debts had a little more than trebled, while the net personal 
income had not quite trebled. More important is the fact 
that while the debt figure had increased onl':IT $20 billion, 
the income figure had increased b':IT $158 billion. Th~· means 
that income had increased almost eight times more than the debt. 
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These figures strongl~ substantiate the strong econ-
omic condition that exists as of the present, and the avail-
abilit~ for the industr~ to acquire more and more customers, 
as well as more sales percustomer, on an ever increasing scale. 
Another phase must be discussed, and that is to the 
effect of what the amplied effect of investment is to income. 
Modern economic anal~sis shows that an increase in net invest-
ment will increase national income b~ a multiplied amount, 
by an amount greater than itself.* 
Investment dollars are high-powered, . double-dutv 
dollars, so to speak. This amplified effect of investment 
on income is called the "multiplier doctrine." The word 
multiplier itself is used for the numerical coefficient 
showing how great an 'increase in income results from each 
increase in investment. 
An example of this multiplier effect of the invest-
ment dollar on the national income will probabl~ make this 
doctrine clearer. If an increase of investment of five 
billion dollars causes an increase of fifteen billion dollars, 
then the multiplier is three. And that in effect is what 
the investment dollar does. For every dollar invested in 
industry, the chain of events will cause three dollars in 
income. 
So as we see the increasing tendenc~ of the business 
to divert investment funds from government bonds and securities, 
to the bonds and securities of private indnstrv, we must keep 
in mind the total effect that this will have, not onlv to the 
primary expansion of national income and production, but to 
*9-p265 
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the secondar~ expansion of the national income and production. 
With continued research and studv into the complex 
field of investment and financial polio,-, there is reported 
in an association publication,a new development to aid the 
companies to grasp what is happening. 
One of the principal blind spots in the knowledge 
of the capital market has been the lack of comprehensive 
statist i cs showing the approximate magnitude of the funds 
available to the market, where the funds come from, and 
how the~ are used. 
Earl~ in 1953, the investment research staff of 
this Association began to assemble data on the capital mar-
ket in the hopes of developing an approximate set of sta-
tistics that would bring into the proper perspective all 
the sources of funds available to the market, as well as 
the uses to which these funds are put. 
The statistics thus developed trace out the net 
funds furnished bv savings institutions in commercial banks, 
government securitiew, corporations, and others for invest-
ment in loans and seourit~ issues. 
The illustration was· provided in order to acquaint 
the reader to the fact that the life insurance business in 
the process ·of developing aids to determine it's financial 
policies, also is contributing in it's ever growing status 
of a major force in the whole economic picture, the tools 
necessary for the economy to proceed on an orderly, stabilized 
basis. 
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The long term trend is more favorable than it ever 
has been because of the strong economic position and the in-
creasinglv awareness, because of the increased securit v cons-
ciousness of the American people, to the problems that are 
made more solvable bv .adequate protection. 
The President o<f the United States, just a few short 
vears ago, appointed a Resources for Freedom Commission to 
appraise America, it's past, present and future. He wanted 
the finest minds of the United States to attempt, to enable 
the Am€rican people to gain first-hand knowledge, to prog-
nosticate what might be expected in the future American 
economy. 
The particular report showed that it was estimated 
our population will increase from 151 million in 1950 to 
191 million in 1975, an increase of 2&%. (This incidentall"V 
was a low estimate, based on recent population figures, with 
a projection in the future, the population will pass the 
221 million mark for 1975, an increase of 45%). 
Within this twentv-five vear period our national 
economy will provide 65 million homes, an increase of over 
23 million. The labor force potential will increase ffrom 
60 million to over 85 million people. 
If we can maintain the gross national product 
that we are currently enjoying, which was over $300 billion 
in 1952, it is estimated that this figure will double to 
$ 600 billion bv the year 1975. 
It is evident from these figures that the stabiliz-
ing effect that the life insurance induetrv has provided in 
X Summary and Conclusions 
The subject of the thesis to a.nalvze the life 
insurance industry to determine the extent of it's stab-
ilizing effect on the national economv was premised on 
the tracing the benefits that the business provides through 
three major channels. 
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I believe I have covered all three avenues, namelv, 
family needs, financial operations, and stabilitv of emplo:v-
ment afforded those that service the institution. 
To recapitulate these particular categories need 
take only a few paragraphs, but will serve to gain an in-
eight into the respective contributions that have been made 
to the men, women and business and industrv of the nation. 
The annual payments to United States families from 
their life insurance companies in 1952 topped $4 billion. 
These life insurance benefits may be broken down into death 
benefits, matured endowments, disability pavments, annuity 
payments, surrender values and policv dividends. 
The financial operations necessarilv are much 
more complicated to capsulize, but I believe it significant 
to state that the total assets of the life insurance bus-
iness exceeded $73 billion at the end of 1952. All of these 
billions of dollars, with the exception of $1.1 billion in 
cash, and $1.7 billion in other assets, representing 4.2% 
of all assets, were invested in places where these funds 
would be most effective to the needs of the national economv. 
The stabilitv of employment is unquestioned. Hart-
ford, Connecticut, one of the largest insurance centers in 
,. 
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the world had a most secure and stable working force during 
all periods of emergency,particularl~ during the unprecedented 
conditions that existed during the depression of the thirties. 
In conclusion, mav I add that the ownership of life 
insurance in the United St ates is todav more widespread and 
on a l arger scale than ever before. Three out of four famill.es 
are owners of life insurance--more families than own anv 
other form of thrift or savings. 
This larger ownership bv a greater numoer of ~ople 
brought the total ownership at the end of 1952 to $ 276.6 billion. 
This was nearlv t wo times the amount owned at the end of World 
War II; almost four times the 1925 ownership; ne arlv 37 times 
the 1900 aggregate life insurance in force. 
These continuallv accentuate the fact that life · in-
surance has a constant and continuing obligation to be on the 
alert for needs for new coverages, to appraise it's own ab ilitv 
to provide them,and to point out the need for social insurance 
to take care of them if the v are better handled hv puhlic funds 
than bv private funds. 
The determination of the stabilizing effect cannot 
be set down as an absolute figure because of the manv direct 
and indirect, tangible and intangible benefits that accumulate 
and accrue to millions of individuals, through the categories 
that were delineated. 
I hope the thesis provided an insight into the mag-
nitude of the contribution that this social and economic insti-
tution provides, and will continue to provide, in an ever-last-
ing quest for a more st able and secure economy . 
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